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THE CONSUMER REPORTING REFORM ACT 
OF 1993— S. 783 



THURSDAY, MAT 27, 1993 

U.S. Senate, 

COUHTTTEE ON BANKING, HOUSING, AND URBAN AFFAIRS, 

Washington, DC. 
The committee met at 10:05 a.m., in room SD-538 of the Dirksen 
Senate Office Building, Senator Donald W. Riegle, Jr. (chairman of 
die committee) presidmg. 

OPENING ffTATEMENT OF CHAIRMAN DONALD W. RIEGLB. JR. 

The Chairman. I^e committee will come to order. 

Before we begin our formal hearing this morning, I want to note 
fbr the record tinat the committee is voting on reporting the follow* 
ing le^OBlation: 

S. 432, the Government Securities Act Amendments; S. SO, Uie 
Jefferson Commemorative Coin Act; S. 183, the Red Skelton Com- 
memorative Gold Medal Act' and S.216, the World University 
Games Commemorative Coin Act. 

If there is no otyection to proceeding in this manner, the period 
for voting will begin now and will extend until this hearing ends. 

If a quorum of Members arrives to cast their votes in that time, 
the bills will be reported in due course to the full Senate. 

I ask unanimous consent that tbe staff be allowed to make tech- 
nical and conforming amendments and Uiat we waive the Cordon 
rule. Is there objection? 

[No response.] 

The Chair hears none and it is so ordered. 

I thank my collea^es. I also want to say that I appreciate the 
help yesterd^, particularly fi'oni our Repiuilican colleagues, with 
respect to the nominees for the Department of Housing and Urban 
Development 

Let me now make a brief opening statement. Then, I want to go 
to Senator D'Amato, and then Senator Sarbanes, who needs to 
speak and then go to another hearing. Then well go in order down 
the table. 

Today, the committee will hear the views of the Federal Trade 
Commission, the State Attorneys General, consumer advocates and 
representatives of the credit provider and credit reporting indus- 
tries on the Consumer Reporting Reform Act of 1993. 

I was pleased to ^oin Senators Bryan and Bond as an original co- 
sponsor of this legislation, whjch is designed to correct abuses in- 
volving consumer credit reports. I want to commend both Senators 
(1) 
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for their leadership in addressing the serious problems that face 
the current credit reporting system. 

The credit reporting industry is currentlv regulated by the Fair 
Credit Reporting Act, which was enacted back in 1970. However, 
the Act badly needs modernization and updating in light of chang- 
ing business practices. 

As a result of those practices, consumers have frequently been 
denied jobs, credit, housing and even the right to cash a check, be- 
cause of errors in their creit reports. 

Businesses can often look at consumers' credit reports without 
their permission and consumers do not have adequate access to 
their reports in order to correct errors that may be there. 

The Federal Trade Commission reported in 1991 that it received 
more complaints about credit-reporting companies than any other 
American industry. A study by Consumers Union revealed that 48 
percent of credit reports reviewed, contained inaccurate informa- 
tion and almost one-fifth contained major errors. 

The legislation we consider todav differs from the bill offered 1^ 
Senators Bryan and Bond in the last Congress in two notable re- 
spects. First, the bill would not pre-empt State laws that are more 
protective ot consumers. Second, the bill would not require credit 
bureaus to furnish customers with free reports every other year. 
Both these changes were made to respond to concerns that were 
raised in debate last Congress. 

Consumers would be able to buy homes and to borrow money 
based on a fair and accurate assessment of the credit histories. M 
the same time, their privacy should not be invaded 1:^ people who 
se^ access to their credit reports for improper purposes. 

I think this bill will go a long way toward achieving those goals 
and we have important witnesses here today that 111 be introiduc- 
ing a little later. 

Senator D'Amato. 

OPENING COMMENTS BT SENATOR ALFONSE M. D'AMATO 

Senator D'Amato. Mr. Chairman, I'd like to ask that my various 
statements be entered into the record as if read in their entirety, 
rd also like to thank this committee for the speedy mark-ups that 
we have been able to imdertake today. 

With respect to the Consumer Reporting Reform Act, which is 
being sponsored by my colleagues. Chairman Ri^le, Senator Bond 
and Senator Bivan, I want to commend my coueagues for their 
hard work on tnis legislation. Certainly, I think there's need for 
some reform. 

I might also suggest, and Senator Bond and I have discussed 
this, that we look at the issue of a Federal pre-emption, and the 
need for uniformity. This is a somewhat controversial issue. How- 
ever, if we want to do the job, we have to do it the ri^t way. We 
need to be fair. We must see that it is properly protected, and we 
should not impair the availability of consumer cr«lit. 

This is a dimcult issue. It is appropriate that we have a hearing 
to consider the issue of Federal pre-emption in this legislation. 

Again, I commend my colleagues for undertaking a very thank- 
less j<^. 

Thank you. Mr. Chairman. 
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The Chairhan. Very good. Senator Sarbanes. 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Thank you very much, Mr. Chairman. 

'Ml. Chairman, unfortunately, I'm not going to be able to stay 
throu^ this hearing this morning because I have another commit- 
ment as, of course, is often the case here in the Senate. But I did 
want to just say a few words of welcome to the Attomej)r Gener^ 
of the State of Maiyland, who will be testifving on the first panel, 
Joseph Curran, and speaking to the problems associated with 
consumer credit reports and to S. 783, the Consumer Reporting Re- 
form Act of 1993. 

Attorney General Curran is here testifying on behalf of the Na- 
tional Association of Attorneys General. The State of Maryland, 
under his leadership, and the Consumer Protection Division of the 
Attorney General's omce, has taken a leadership role in the Nation 
in the area of fair credit reporting. 

Tm very pleased that Joe Curran, who is an old and dear frimd 
and an outstanding public servant, is here this morning to testify 
before the committee. I know his testimony will be very much to 
Aepoint. 

The issue of fair credit reportit^ is an importand one and I want 
to compliment the sponsors of the l^slation. Senators Brjran and 
Bond, and the Chairman, for the work they've done in framing this 
legislation. 

I look forward to working with them on this veiy imfwrtant 
issue. There have been a number of abuses, in effect, violations of 
people's priva^, which need to be addressed by this committee. 
Ana I commend the sponsors and again, I welcome Attorney Gen- 
eral Curran. We're very pleased to have him before the committee 
this morning. 

"Thank you very much, Mr. Chairman, 

The CHAfflMAN. Thank you very much. Senator Sarbanes. 

This will proceed a little bit out of the normal order, but Fm now 
going to call on Senator Brvan, who is the chief sponsor, and then 
Senator Bond, who is working with him in partnership, so that 
they can make their opening comments. 

I just want to say to both of them, and particularly to you. Sen- 
ator Bryan, how much I appreciate tiie time, leadership and the 
extra effort that you have made on this issue. I think it's important 
to the eountiy and very much appreciated by the committee and iiy 
me. 

OPENING STATEMENT OF SENATOR RICHARD H. BRYAN 

Senator BRYAN. Mr. Chairman, let me express my appreciation 
to you for your cosponsorship, as well as this timely hearing, and 
also, to say to my colleague, Senator Bond, that his efforts ana that 
of his staff have been instrumental in getting us to where we are 
at this stage of the proceeding. 

Credit financing nas become such an integral part of our econ- 
omy, that it's hard to imagine our lives without it. So much of our 
economy is driven by credit purchases, that we may see the day in 
our lifetime when businesses actually discourage cash transactions. 
Given this growing importance of credit financing, we must do ev- 



JyCOC^IC 



erything that we can to ensure the credit reporting system is as ac- 
curate as possible. 

The United States has the finest credit reporting system in the 
world. The credit reporting induatiy in this country maintains 450 
billion credit files and sells over 1.5 million credit reports each and 
eveiy day. 

The credit reporting industry estimates that errors occur in only 
five-tenths of 1 percent of all the Nation's credit reports, while 
consumer groups estimate error rates are as hi^ as 48 percent. In 
any event, millions of Americans are affected by erroneous informa- 
tion contaaned in their credit reports. This Senator has had a per- 
sonal example of that situation. 

^lis legislation takes a number of important steps that should 
greatly reduce the frequency of inaccurate credit reports, thereby 
saving millions of Americans the anguish and frustration resulting 
from erroneous credit reports. 

This morning, we will hear two main arguments advanced 

r'nst this legislation. First, we will be told that the provisions in 
bill are already being implemented. Second, that this legisla- 
tion will have a chilling effect on the supply of information to credit 
bureaus. For reasons that I will ouUine briefly, both of those asser- 
tions are incorrect 

It is true, many of the provisions of this legislation are being car- 
ried out by the credit reporting industry today as part of their con- 
sent agreements with the Federal Trade Commission and 20 of our 
Nation s Attorneys General. 

But those that argue that we do not need to do more because of 
the consent decrees currently in place i^ore a vital part of the 
process. Ihose institutions that supply information, uiat furnish 
credit information, play an important part of the process and yet, 
are not suliiject to the provisions of any consent decree. 

Including furnishers of information like banks and retailers in 
the Fair Credit Reporting Act is a crucial part of improving the ac- 
curacy of the credit reporting system. No matter how carefiil and 
diligent the credit bureaus are, if the information provided to them 
is faulty, individuals will suffer the consequences. 

In our computer age, we all understand — garbage in, garbage 
out 

This legislation has been carefully crafted so that it should not, 
in my judgment, inhibit the flow of information to credit bureaus. 
It recognizes that if information is cut off, the consumer ultimately 
will be the loser. 

That is why Senator Bond and I have provided for a dehcate bal- 
ance between providing incentives for providers to provide accurate 
information, while not discouraging them from providing informa- 
tion because of the threat of potential liability. 

We will also hear today that the legislation is a litigator's dream 
come true that could have the effect of closing down the free flow 
of consumer credit information which allows our credit economy to 
flourish. 

To the contrary, the legislation goes to great lengths to see that 
this does not ham[)en. Tne furnisher of information would be ex- 
posed to liability for failure to correct an error after reasonable no- 
tice. Fwnishers for information would not be liable for the routine 
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mistakes that naturally occur when processing millions of data en- 
tries each and every month. 

S. 783 does not contemplate perfection, just good faith efforts to 
supply accurate information. Business will not be sutgect to private 
causes of action or nuisance suits when they file information with 
a credit bureau. If^ however, they fail to correct a mistake after 
reasonable notice, mdividuals would be able to take appropriate 
legal action. 

I believe this represents a careful balance between the free flow 
of information and the need to improve accuracy. There are too 
many lives that can be adversely affected by inaccurate credit re- 
ports, not to make every effort to improve our system. 

Even as we speak, people are being turned down for student 
loans, car loans and mortgages. People are being turned down for 
jobs or promotions, all because of faulty or inaccurate information 
on credit reports. 

While we will never eliminate human error or computer error, for 
that matter, from the credit reporting process, I believe we can and 
should do better, and S. 783 paves the way. 

Mr. Chairman, I thank you for your comments and thank you for 
the timely hearing. 

The Chairman. Thank you very much. Senator Bryan. 

Senator Bond, let me again say how much I appreciate the tnpar- 
tisan work done here and particularly your involvement. 

OPENING STATEMENT OF SENATOR CHRISTOPHER S. BOND 

Senator Bond. Thank you very much, Mr. Chairman. 

We very much appreciate your holding the hearing today and 
having you as an original cosponsor is vitally important to us. 
Again, I extend my very personal and sincere thanks to Senator 
Biyan for taking the leadership on this measure this year. 

We did have, I thought, a good bill last year, but when similar 
legislation was derailed in the House of Representatives, our bill 
was not considered in the Senate. 

For those of you who may be joining this operation for the first 
time, I can only se^ that we heard sufficient horror stories last 

Sjar and learned of^ significant concerns that require, in my view, 
ongress to act. 

I think that the Fair Credit Iteporting Act is ripe for revision. 
The act was written longbefore computer technology was as so- 
phisticated as it is today.These technological advances have meant 
a drastic increase in the amount of information that can be kept 
on individuals, and that's you and me. 

l^e horror stories discussed at the previous hearings, as Tve in- 
dicated, were quite compelling. I believe that the current law sim- 
ply does not do the job of adequately protecting consumers. 

I think Congress should address the concerns about accuracy in 
the system and the need for consumer privacy. 

With respect to the contention that the consent decree has estab- 
lished the guidelines Euid taken care of the need for this, I him- 
pened to be old-fashioned. When it comes to legislation, I think 
Congress ou^t to do it. I do not favor judicial ledslation, even by 
consent decrees. I think we get paid for making legislative deter- 
minations. I have never been comfortable with the thou^t that we 
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turn over legislative decisions to the courts, regardless of are, 
whether it is throu^ a judicial order or throu^ the adoption of 
a consent decree. 

On the other hand, I congratulate and thank the credit bureaus 
for taking steps to make the system more accurate. I encourage 
them to move forward in that area. I still feel that l^slation is 
needed. I assure you that we are going to Hsten very carefiilly to 
the concerns of all the witnesses today. 

We see there is a need to move in this area. If our bill does not 
address particular areas properly, or if there are good reasons why 
there should be changes, we want to hear them. 

I think that there nas been broad agreement about most of the 
provisions in S. 783, but, as has already been stated, last year, 
there was loud and contentious debate about whether State laws 
on this sutgect should be pre- empted by a new Federal statute. 

This debate over Federal pre-emption ended up causing the bill 
to be defeated on the House floor last fall. I think titiat we should 
apply a uniform Federal standard to govern credit reporting, which 
is why Senator Bryan and I last year introduced pre-emption of 
State laws. 

Nevertheless, in an effort to move this urgently needed legisla- 
tion. Senator Bryan and I have agreed to drop the FederaFpre- 
emption provisions and the section allowing a consumer a free 
credit report every other year. 

These two provisions of the bill drew the most criticism last year, 
so we have modified the bill as introduced in the hope of moving 
it. 

I personally prefer a bill with Federal pre-emption and free cred- 
it reporting. And as we move through the legislative process, I hone 
that witii our colleagues, we can work on these provisions and also 
hear from those affected, as well as the regulators, to discuss their 
concerns. 

We are willing to strip the bill of those controversial provisions 
in the interest (h securing a compromise, but I hope that all of the 
contending factions — I could say warring factions, but I hope it's 
not quite that far — the contenaing factions will look carefully at 
our suggested compromise and work with us to find ways it can be 
improved, rather than letting FCRA reform slip through our fin- 
gers a^ain this year. 

I think it would be a shame and irresponsible for Congress to ad- 
journ this year without reforming this statute to prot^t consum- 
ers. I look forward to hearing the comments of the witnesses, Mr. 
Chairman, and I thank you again for holding this prompt hearing. 

The Chairhan. Very good. Let me ask unanimous consent to in- 
sert in the record now a statement from Senator Dodd, who is in 
the process of chfiiring another hearing and cannot be here. I 
should also acknowledge that Senator Moseley-Braun had to go to 
another hearing and will return later. 

Senator Feiircloth. 

OPENING OTATEMENT OP SENATOR LAUCH FAIRCLOTH 

Senator FAIRCLOTH. Thank you. Hank you, Mr. Chairman. 
I want to welcome the witnesses to the hearing and I look for- 
ward to the testimony. 
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I certainly praise Senator Bi^an and Senator Bond for the bill 
and the work theyVe done on it I only have the the almost con- 
tinuing thought that I have about any new legislation when we're 
considering a new bill, and Tm sure that the bill is needed, and the 
provisions are. 

But before we get carried away, I want to just point out that the 
taxpayers, the business people, and the consumers who bi^ Uiings 
at the store will ultimately pay the cost of the legislation, just as 
they pay the cost of all Government reflations. 

A recent study by Dr. Thomas Hopkins, professor of economics at 
the Rochester bistitute of Technology, puts yearly paperwork and 
compliance cost of Federal regulations at $500 bilnon, $5700 per 
household every year just for complying with regulations. 

So what I want to know ft-om the witnesses is simple — how much 
is the bill going to cost? How many more regulations will be needed 
to enforce it? And let's level with the people that somebody has to 
pay for everything we enact here. 

Thank you. 

The Chairhan. Thank you very much, Senator Faircloth. 

Let me now invite our first two witnesses to the table who will 
constitute our first panel, Mr. David Medine and the Honorable Jo> 
seph Curran, Jr. I'm going to make a few introductory comments 
about both of them. 

As they're being seated, let me also indicate who the members 
of our second panel will be. 

They will be: Mr. Barry Connelly; Michelle Meier; Robert Hunter; 
Mr. Ed Mierzwinski; and Mr. Ronald Prill. Well give descriptions 
of their backgrounds and vantage points when tiiey come forward. 

David Medine is the Associate Director of the Credit Practices 
Division of the Federal Trade Commission, which is responsible for 
enforcement of the Fair Credit Reporting Act. We welcome him this 
morning. 

Mr. Curran is the Attorney General of the State of Maryland, as 
Senator Sarbanes has said, and is here testifying on behalf of the 
National Association of Attorneys General, which includes, among 
others, your senior colleague, my home State Attorney General 
fSrank Kelly, who has been in office 31 years and elected nine 
times. 

I know youll be speaking for him and the others in your testi- 
mony. We welcome you both and well make your fiill statements 
a p^ of the record. 

Mr. Medine, well start with you, and we'd like your summaiy 
comments now. 

STATEMENT OF DAVID MEDINE, ASSOCUl^ DIRECTOR, CRED- 
IT PRACnCE. FEDERAL TRADE COMMISSION, WASHINGTON. 
DC 

Mr. Medine. Thank you, Senator. 

Mr. Chairman, and Members of the committee, my name is 
David Medine. I am the Associate Director for Credit Practices of 
the Federal Trade Commission's Bureau of Consumer Protection. 

I am pleased to have this opportunity to present the 
CommisBon's views on possible remedies for the problems that con- 
sumers experience in their dealings with the consumer reporting 
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industiy, and to comment specifically on S. 783, the Consumer Re- 
porting Reform Act of 1993, which amends the Fair Credit Report- 
ingAct. 

The principle underlying the FCRA when it was first enacted in 
1970, was to ensure that this country's consumer reporting system 
would function fairly, accurately and efficiently, without unwar> 
ranted intrusion into consumers' privacy. That principle is even 
more important today because technology and computers can pro- 
vide instant access to vast amounts of credit-related infbrmation on 
consumers. 

The challenge today is two-fold — to ensure that our laws are ade- 
(luate to protect consumers' privacy in the face of an ever-escalat- 
ing technological revolution, and to ensure that the increasing 
amount of financial information compiled on consumers is accu- 
rately reported. 

The importance to consumers and creditors of accurately re- 
ported credit histo^ information can hardly be underestimated. 
Creditors view credit history as a key indicator of credit risk, and 
so it is important to consumers who pay their debts in a timely 
fashion that their reports accurately reflect their good payment his- 
tories. It is equally important to creditors that the decision to ac- 
cept or decline a credit application be made on the basis of accurate 
information. Only one or two items of adverse information can 
transform what would otherwise be an acceptable report into one 
that is unacceptable. 

Thus, a high level of accuracy in consumer reporting is important 
if the system is to function fairly and usefully. 

Over the past several years, the Commission has been very ac- 
tive in enforcement of the existing Fair Credit Reporting Act. 1^16 
Commission has engaged in FCRA enforcement actions aminst 
large employers who have allegedly denied employment to job ap- 
plicants baaed, in part, on consumer reports, but who failed to dis- 
close that fact to the applicant, as required by the FCRA, along 
with the name and address of the consumer reporting agents that 
supplied the rnwrt. This year, the Commission finalized consent 
agreements wiui three information brokers or resellers and issued 
an administrative complaint against another in order to address 
the procedures these consumer reporting agencies must follow 
when providing reports to mixed-use users, such as private detec- 
tive agencies and attorneys. On the issue of marketing, the Com- 
mission recently issued an administrative complaint against Trans 
Union Corporation challenging its alleged use of credit-related in- 
formation to compile and distribute target marketing lists and en- 
tered into an agreement with TRW to abandon use of all credit-re- 
lated information firom its consumer reporting database in creating 
target mariceting lists. 

O^e of the Commission's most significant actions occurred in 
1991, and it involved TRW Inc., a company which maintains infor- 
mation on apprradmetely 170 million consumers, and is one of the 
Uiree m^or consumer reporting agencies operating nationwide. In 
this enforcement action, the Commission worked closely with a 
group of 19 State Attorneys General in entering into parallel Fed- 
eral and Stata TRW consent orders, resolving the sepwate Federal 
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and State actions voluntarily. The Commission's consent order fo- 
cused primarily on issues of privacy and accuracy. 

The Commission believes that the TRW consent order will do 
much to improve the accuracy of TRWs reports. However, the 
Commission's enforcement efforts are subject to the limits of a law 
that was enacted 20 years apo. Although that law provides a 
{ramework for enforcement action, as evidenced by the TRW con- 
sent order, there is no question that the law could be more effective 
than it is at present 

An updated law could strengthen enforcement capabilities and 
also, by clarifying the responsibilities of the consumer reporting in- 
dustry, foster improvements in consumer reporting that could re- 
duce the need for formal enforcement action. Despite the entry of 
the TRW agreement and similar State agreemente with Eqiufax 
and Trans Union, there is still a need to amend the FCRA. l^e 
Commission's enforcement powers should be enhanced and some 
legal responsibility placed on those third parties who report infor- 
mation te consumer reporting agencies to ensure the accural of 
the information reported. In addition, many smaller consumer re- 
porting agencies in this country are not subject to any govem- 
mentel orders and are, thus, regulated solely by the existing rCRA. 
Finally, changing technology and business practices have created a 
need to update this statute. 

The Commission previously has supported legislative proposals 
to strengthen the FCRA that it will better protert the accuracy and 
privacy of information reported by consumer reporting agencies. 
The Commission continues to believe that legislation to amend the 
FCRA is warranted, and we commend you for your efforts in this 
regard. The proposed bill includes many provisions that would 
sb^ngthen the FCRA significantly find that the Commission would 
be pleased to see enacted. Turning now to S. 783, in the limited 
time I have available, I would like to highlight some of the legisla- 
tive reforms supported t^ the Commission that are specifically in 
this bill: 

— ^The bill enhances the commission's enforcement powers by giving 
it the ability to obtain civil penalties against those who violate 
the law; 
— It imposes a standard of care on those who fiimish information 

to consumer reporting a^ncies; 
— ^It provides the Commission auUiority to bring an enforcement ac- 
tion whenever anyone impermissibly obtains access to a consum- 
er's credit report; 
— It increases privacy protections when resellers of consumer re- 
ports provide them to mixed-use users; 
— ^It expands the FCRA's notification provisions so that whenever 
consumers are denied benefite based on their credit report, they 
receive a notice indicating t^e name of the credit bureau that 
provided the report; 
— ^It ensures that consumer reporting agencies maintain records en- 
abling consumers to identify persons who have obtained copies of 
their credit reports; 
— ^It mandates written disclosure of all information in consumers' 
files; 
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— It requires that consumer reporting agencies develop disclosure 
forms which are more uniform and easily understood by consum- 
ers; 

— It imposes a 30-day time limit for credit bureaus to reinvestigate 
items disputed by consumers; and 

— It forbids credit repair organizations from charging or receiving 
any money prior to the completion of the services that they have 
agreed to perform for consumers. 
Mr. Chairman, that concludes my prepared remarks. I appreciate 

tiie opportunity to appear here today. I would be pleased to answer 

any questions you may have. 
The Chairman. Thank you very much. We appreciate those com> 

ments and well pursue that a little bit later. 
Let me now call on Attorney General Curran. We're pleased to 

have you, and we'd like to hear from you now. 

STA'raiMENT OF J. JOSEPH CURRAN, JR., ATTORNEY GENERAL, 
STATE OF MARYLAND, BALTXMORE, MD; ACCOMPANIED BY: 
WILLIAM LEIBOVICI 

Mr. Curran. Thank you, Mr. Chairman. 

Fm indeed very pleased to be here on behalf of not only the Na- 
tional Association of Attorneys General, but also, the citizens of the 
State of Maryland, to personally thank you and Senator Bond and 
Senator Biyan for tJte excellent work you've done in the prepara- 
tion of this Dill. 

Tve asked Mr. Bill Leibovici of our consumer protection division 
to be here witii me, since it is we at the State level who actually 
hear first-hand, in tjie trenches, if you will, the consumer inquiries 
and the consumer complaints, whether they be in Maryland or 
Michigan or Missouri or wherever. 

We want to share with you what we believe generally are solu- 
tions to what could be described as a complex problem. 

I think that with S. 783 and our few suggestions we've been able 
to arrive at an appropriate balance. For that reason, I want to 
share my views and ideas with you and I hope that it will play a 
role in the success of this particular proposal. 

There was a time many years ago now in which credit financing 
was only used when one purchased a home. Other transactions 
were, in the main, by check or by cash, but it was the credit financ- 
ing of one's home that was used to ascertain whether the mortga- 
gor was going to obtain prompt payment. 

Now, however, that's greatly changed. In my study of this par- 
ticular proposal, I've learned that you and I, as consumers in 
America, use approximately 900 million credit cards out there in 
this country, which is an indication of how far we've come and that 
credit transactions are, indeed, a way of life. Everything from soup 
to nuts, automobiles to appliances are now, of course, obtained on 
credit. 

And therefore, it's terribly important to both the consumer and 
to the business person that these credit transactions be accurate. 

I want to believe that the credit reporting agencies do provide a 
very valuable service to botii the businesses and the consumers by 
mamtaining a credit history on these millions upon millions of 
Americans who have these cards. They obviously reduce the need 
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of a business person to conduct independent research on the credit- 
worthiness of iJie applicant So that's a plus. 

And at the same time, it permits the consumer to expeditiously 
obtain the needed credit that he or she wants. So, again, thal^s a 
plus and we applaud that process. 

When the Congress initially examined this problem back in the 
late 1960*8, it did rightfully conclude that the Federal Government 
had a role to play in establishing standards of conduct for the cred- 
it reporting agencies. Those standards remain today as I think they 
did back at that time, which is that we simply want to make sure 
that there's accurate information, that it's current information, and 
that it's confidential information. 

'liiose were the standards intended by the Fair Credit Reporting 
Act 

We've come to learn from the consumer protection division and 
also fVom our agency dealing with consumer credit, that in the time 
that the law has been enacted, there is indeed outdated informa- 
tion and there is also inaccurate information in credit reports that 
hurts both the consumer and the business person. 

If a business person ^ts wrong information about a consumer 
and denies the transaction, the business person is hurt. He loses 
the sale. He loses the profits from that sale. And that's wrong and 
that's bad. At the same time, of course, the consumer who wanted 
that transaction, he or she loses out. 

Let me share with you three principles tiiat I think ought to flow 
throu^ the concept of what you're doing here today and in the 
next several weeks. 

First of all, I believe there is a role for us in the States, and Mr. 
Kelly in Michigan and elsewhere, all the other attorneys general, 
to play. 

I do believe we have a role to play. I do believe also the Federal 
Government has a role to play. I think that your enei^ and our 
enei^ and your resources and our resources can work together. In 
other words, we need not go separate ways. 

So I do believe, quite frankly, that we both have a role to play 
and that it would be appropriate for the Federal Government to es- 
tabhsh a floor with respect to minimum standards for the credit re- 
porting industry to follow, but to permit the States to build on that 
floor if they want to for additional protections. 

And also, I honestly believe that the most realistic way to assure 
accuracy of my credit information is for me to have the chance to 
review it. I, and I alone, primarily know whether or not I'm paying 
my bills. 

If the consumers had a role to play, if they could see their re- 
ports, if they could see the information, there wouldn't be the inac- 
curate information being shared that would be of detriment to 
them and also a detriment to the business person. 

So I think the second leg of this system would be to permit con- 
sumers to be involved in it, to let them know. And we in Maryland 
and in Vermont do that. 

Finally, I also want to share with you, that I honestly believe 
that it's wrong to have my credit information shared without my 
approval. The idea that I should have to take affirmative steps to 
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opt out to prevent the release of that information, I think is wrong. 
If I want that information, I can opt in. 
When I apply for a loan or a transaction, I have a reasonable ex- 

Eectation that my credit information, my credit background, will be 
nown by the provider of the goods or services. I understand that. 

But I don't iJiink it's fair for my information to be used by other 
marketing services who may determine that I am either a good or 
a bad risk, unless I agree to that I just think that's wrong, and 
I would ui^ge that any transaction here permit me to opt in rather 
than to opt out. The advantage ought not go to the person who's 
using my name. I should have that advantage. 

We in Maryland and in Vermont, I mi^t add, Mr. Chairman 
have a different law than what is before you here. We like our law. 
We'd like to keep our law. I'm sure Vermont would like to keep its 
law. 

And so, the point I'm strongly suggesting is to continue, if you 
will, sir, the fact that there will not oe the State pre-emption. We 
are the closest to the people. We have been innovative. We've made 
changes. We've responded. And it's a lot easier for us to handle our 
transactions end make appropriate legislative revisions in Mary- 
land than it is, say, to come to you and the FTC folks. 

Therefore, let consumers have copies of their reports. That's a 
plus. Permit us to build upon your floor. That's a plus. And finally, 
my information and your information ought to be sacrosanct and 
secret, unless I want it released. The biggest complaint we get in 
Maryland is all this junk mail that comes in by the millions — con- 
gratulations! You may now get this. Or congratulations! You're on 
this list 

If I want to get that, I should be able to say, yes, send me that 
information. 

But, actually, I think from a business standpoint, I'm a more val- 
uable customer if I agree to let folks know that I'm a good credit 
risk rather tiian I'm just on a mailing list somewhere. It's of no 
benefit to me to be on a mailing list in which I get all this mail. 
It's only a benefit to the marketing person, the telemarketing per- 
sons. So they ou|^t to ask my permission. When I say me, I obvi- 
ously mean all consumers. 

And they're the three points we want to make. Thank you very 
much for this law and we encourage its passage. 

The Chairman. Very good. Thank you. 

Mr. Medine, I have a couple of things I want to raise and then 
will proceed to the two principal authors of this bill. 

In recent years, the credit bureaus have entered into a aeries of 
agreements with the FTC and the attorneys general of numerous 
States. The industry has also taken a series of voluntary steps to 
address consumer concerns. Based on that, some are now suggest- 
ing that legislation is really no longer is necessary. How do you re- 
spond to that? 

Mr. Medine. We continue to believe that legislation is necessaiy 
for a number of reasons. 

We do applaud the industry's efforts to improve the accuracy and 
privacy of information and would encourage the industry to con- 
tinue along those lines. 



JyCOC^IC 



13 

It is also the case that there are many provisions in the consent 
orders that we believe improve the operation of the credit reporting 
system. 

I would note, though, that those consent orders go only so far as 
existing law permits. What the Commission's proposals and the 
other proposals consider toda^, as well as other things in S. 783, in- 
dicate is that there are additional features that should be added to 
the law that cannot be covered by those consent agreements. And 
so the bill essentially goes further than the consent agreements 
and adds some needed improvements to the credit reporting sys- 
tem. 

In addition, of course, if the law simply incorporated what those 
consent agreements provided, then there would be no additional 
burden on those bureaus because they would have to comply with 
the consent agreements, anyway. 

And finally, I would say that there are many credit bureaus in 
this country that are not covered by those consent agreements. We 
all know, of course, about the big three credit bureaus, but there 
are many smaller affiliates of the big three and there are more spe- 
cialized credit bureaus that deal with mortgage issues, that deal 
with medical information, that are not subject to any consent 
agreements and whose accuracy should be kept at the same stand- 
ard as everyone else's. 

The Chairman. Mr. Curran, what is your reaction to that ques- 
tion? 

Mr. CuRRAN. Well, I'm in favor of the highest possible standards 
being placed on the reporting agencies, standards that would be 
impnnted in Federal law. That's what we should look to, the statu- 
toiy resolution of this issue. 

We were not a party, I might add, to the consent agreement, not 
because we don't appreciate what has been done, but we had more 
involvement in our own State law, which, I might add, gives us 
even a greater degree of protection than does the consent order. 

But I just think that, as one who served in the legislature some- 
time back, let's establish at the highest level of Government, which 
is the statutory language, what protections we went to give our 
consumers. And do it by State law and Federal law, not by a judi- 
cial determination. 

The Chairman. Now, Attorney General Curran, this version of 
the bill does not contain the controversial provisions that pre-empt 
State laws that are more protective, which stalled our bill last 
year. Do you think we were wise to delete the pre-emption provi- 
sion? 

Mr. CURRAN. Yes, sir. 

[Laughter.] 

Very wise. 

[Laughter.] 

The Chairman. I think that was about as short and clear an an- 
swer as we've ever gotten here from any witness. 

[Laughter.] 

So you set a veiy good example. 

Senator Biyan, let me now yield to you and again say how much 
I appreciate the effort that you've been leading here. 

Senator Bryan. Mr. Chairman, thank you very much. 
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Mr. Medine, let me follow on with the line of questioning which 
the Chairman began; namely, the need for this legislation in ittat 
it covers credit bureaus that are not currently subject to the con- 
sent decrees, and the providers, the furnishers of the information. 

Can you snare with us, give us any comforting assurance? The 
business community that has raised the concerns here which we 
anticipate in the testimony, is that, gosh, it's OK to cover the credit 
bureaus, but the providers of credit, they shouldn't be covered. 

No system would be complete. No. 1, would it not, if you did not 
cover the providers of the credit? Actually the credit bureaus them- 
selves do not originate the information. They simply collect it and 
then provide it to retailers and otiiers who make use of it in mak- 
ing the determination whether to extend credit. Would you develop 
that a little bit for me? 

Mr. Medine. Certainly. As you indicated in your opening state- 
ment, the credit reporting system relies on the accuracy of each 
step of the transfer of information. That is, the bureaus tiiemselves 
are under a statutory mandate to do the best job they can in assur- 
ing the accuracy of that information. It can only be as accurate as 
the information that is given to them by the people who report to 
them, such as creditors and others. 

If the information that comes into the system ia inaccurate, what 
goes out is most certainly going to be inaccurate. So ihat is why 
uie Commission has had a long-standing view that creditors oug^t 
to be under some legal responsibility for the quality of the informa- 
tion tiiat thev report to the credit bureaus. 

But I would want to emphasize that we do not intend to impose 
a liability standard on them that will discourage them from report- 
ing information in the future. What we're asking for is Uiat there 
be reasonable procedures in place so that they take appropriate 
steps to make sure that the information is accurate. 

But let me just tell you a little bit about the Commission's en- 
forcement policy, which I think would give some comfort to (he af- 
fected parties. 

The Commission does not go out and sue someone every time a 
single mistake is made. The noUon of the Fair Credit Reporting Act 
is that you're dealing with huge volumes of information, and no one 
expects perfection. 

What's expected here is that you do a reasonably good job under 
the circumstances using the available techniques, whether it's com- 
puters or accounting procedures or whatever. 

And only in situations where we see that there's a pattern or a 
practice of violations are we going to bring an enforcement action. 

So, if the industry is concerned about the single mistake being 
made and that we will jump on it, that's not the case. However, 
if the single mistake is an indication of a wider problem that's af- 
fecting larger numbers of consumers, then it's appropriate that 
they be subject to an enforcement action. 

I would also comment on civil penalties which would be available 
under this legislation. 

The Commission has taken a very moderate and reasonable view 
about civil penalties. They ought to be set at a level that has some 
impact on the business so it's an incentive for them and others to 
comply with the law. But they're never going to be set at a level 
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that's going to put anyone out of business or cause them to with- 
draw mm the veiy valuable credit reporting system on which 
many of these companies rely in learning of credit information and 
making their credit decisions. 

So we think that this is a balanced approach and I would say our 
estimate would be that most companies are already in compliance 
with a reasonable procedures standard for the information they re- 
port 

This would simply put an added burden on those who perhaps 
are a little bit sloppier than tiiey should be to tighten up their pro- 
cedures. But we don't think this would impact on the vast miuorify 
of creditors today who do report information accurately ana cor- 
rectly. 

Senator Bryan. In your experience, isn't one of the most serious 
problems that consumers face is that information, albeit, inno- 
cently, is erroneously included in the credit report. The individual 
contacts them and says, look, I'm not the person. It's not me. 
You've made a mistake. 

Currently, under the system, there's virtually no way to get that 
out to be sure that it's out. And the testimony that we've had be- 
fore this committee and other hearings that were held out in Ne- 
vada, intervening years occurs and application is again made for 
credit. An individual who has credit extended to him or to her in 
the past believes that the erroneous information has been with- 
drawn or excised from the file, finds that the problem presents it- 
self again. 

Could you share with me what your experience has been in 
terms of dealing with customers smd their problems? 

Mr. Medine. I think you put your finger on one of the most frus- 
trating problems that consumers have. They find a mistake on 
their credit report typically because they've been denied credit. 
They follow their statutory rights in disputing that information 
with the credit bureau. They succeed in having that information 
taken off. And, as you suggest, they're surprised months or years 
later to see that the information has found its way back on the re- 
port 

We believe the responsibility really lies two places for that prob- 
lem—one, the credit bureau and two, the credit grantor who is re- 
porting the information to the credit bureau. 

l^ere are provisions in our order with TRW that would prevent 
TRW from rereporting that incorrect information in the future. But 
the responsibility really lies with the credit grantor that is report- 
ing that information back to the credit bureaus. 

Again, I think this bill would go a long way toward making sure 
that that does not happen by requiring that the credit grantors 
maintain procedures that, once an item is deleted from someone's 
file, it not be rereported to the credit bureau. 

Senator Bryan. Thank you very much. 

Attorney General Curran, just one question before turning to 
Senator Bond for his questions. 

In looking at the way Senator Bond and I have crafted this legis- 
lation, we've provided opportunity for the States' Attorneys General 
to have the ability to enforce regulations that are promulgated pur- 
suant to tiiis. 
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In looking at the structure and the relationship that weVe cre- 
ated from an attorney general's point of view, do you have any com- 
ments at all as to whether or not we've hit the target from your 
perspective directly or • 

Mr. CURRAN. I think, Senator, you have hit the target At last 
count, there were 20 States, including Maryland, of course, that 
have their own laws. But that would mean that uiere are 30 who 
do not 

Therefore, the ability of the attorney general in those 30 States 
to exercise the authority under the Federal law would be of benefit 
to them, without the necessity of having their own legislature enact 
a law. So that's a plus. 

Also, it would be my thou^t that it would help us in multi-State 
litigation where we could have better jurisdictional authority. 

r would say that it is appropriate. We've worked well with your 
Federal law to sanction those who have violated Uie Federal odom- 
'iter law. In fact, just very recently, we've collected for Marylanders 
half a million dollars using in Federal court your Federal law in 
the odometer act. 

So it's one example. I may be able to find oUiers. But one exam- 

{ile where we have successmlly used at the State level the Federal 
aw. I think the same thing could be appropriately said here. 

Senator Bryan. General, thank you very much. Thank you, Mr. 
Chairman. 

The Chairman. Thank you, Senator Biyan. 

Senator Bond. 

Senator Bond. Thank you very much, Mr. Chairman. 

Mr. Medine, would you address the differences between the pro- 
visions of the consent orders entered into with TRW and S. 783? Do 
you feel that we should include some of the other provisions of the 
consent order in the legislation? Or do you feel, that in the interest 
of uniformitv, our legislation ought to pre-empt the consent order 
and establish a single playing field for all agencies? 

Mr. Medinb. That's a somewhat difficult question to answer be- 
cause there are so many provisions in the consent order and so 
many provisions in the statute, that it would take quite a while to 
go over each one. 

Senator Bond. What are the major differences you see between 
them? 

Mr. Medine. Well, the consent order goes into quite some detail 
relating to mixed file errors and requires special procedures to tiy 
to prevent those, along the problem that Senator Bryan was allud- 
ing to earlier. 

There's nothing in this legislation that specifically addresses 
that, although one could argue that the existing legislation already 
addresses that and this is a response to TRV^s problems in the 
past of perhaps mixing files up improperly. 

There is a mandate in the consent a^eement that disputes be 
resolved in 30 days, which this legislation follows, which is a plus. 

I guess I would like to say that there are many similarities. And 
so, r don't think that there is a big problem with inconsistency. And 
in fact, the TRW order itself says mat if Congress were to pass in- 
consistent requirements, that those would supercede the order. 
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We anticipated that Congress might well amend the Fair Credit 
Reporting Act We did not want to put TRW at a disadvantage that 
a new legal standard imposed by Congress would force it to do 
tilings that other companies wouldn't do. We have already basically 
taken that problem into account. 

I guess I don't think that's a real problem. There may be addi- 
tional, what we call, fencing-in procedures that deal with particular 
violations in the past that we think it's important to have in there. 
But I think, hy and large, I don't think you're going to have the 
pn^lem of an inconsistent playing field. 

Senator Bond. Is there anyuiing in the bill which you believe is 
inadvisable, an^rthing in the draft, anything that you would rec- 
ommend changing? 

Mr. Medine. There's certainly nothing, no big picture items tliat 
we would recommend changing. There may be scune tirjcering with 
some of the standards that are set in the bill. But in terms of the 
big picture items, we support what this bill aims to accomplish. 

We do difTer somewhat on the question of State enforcement. We 
think it's important that Federal precedent be set by a Federal 
agency that takes into account all ot the issues in the country and 
the impact of development of the law as it applies to the national 
perspective. A State mig^t have a different focus and might pursue 
a legal theory that would be helpful in its particular case, but 
mi^t set a bad precedent for the larger playing field, as it were. 

I should add, we've worked very closely with the States. WeVe 
worked extraordinarily closely on the TRW consent agreement, 
even sitting at the same table with the States and TRW to work 
things out. We have no problem working with the States, enforcing 
their law, while we enforce our law. 

Senator BOND. Wouldn't that same argument extend to the ques- 
tion of Federal pre-emption? Wouldn't you, by the same logic, say 
that the one law ought to apply nation-wide? 

Mr. Medine. I can't answer that question because the Commis- 
sion hasn't been presented with that issue. This bill does not in- 
clude a pre-emption provision in it and so, the commission has not 
taken a position on that question. 

Senator Bond. But you have just made the ailment for Federal 
pre-emption. 

[Laughter.] 

Mr. Medine. Well, it was imintentional. 

[Laughter.] 

Senator Bond. All right 

Mr. Medine. I should add, though, that we did work with Uie 
States, though, in enforcing their laws and our law and that was 
a compatible relationship. 

And so, I don't think it necessarily follows that the standard has 
to be the same. We're just saying that there should be one enforce- 
ment ageniy for the Federal standard and the States could enforce 
their own standard, and that both could be operating at the same 
time. 

Senator Bond. Let me turn now to Attorney General Curran. As 
one who formerly was in charge of a consumer protection division 
of an attorney general's office, I understand somewhat the modes 
in which you operate. 1 have long been a strong opponent of Fed- 
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eral pre-emption in areas where the States can and, rightfully, do, 
exercise judgment protection for their citizens. But, at the same 
time, credit reporting today seems to be an essential element, es- 
sential foundation for interstate commerce. 

You've heard our friend from the FTC talk about the need to 
have uniformity. There are contentions that will be made veiy 
forcefully by succeeding witnesses who say that the inconsistent 
of legislation State by State may significantly burden the provieion 
of credit on an interstate basis and across the Nation. 

There's also a contention that the safety and soundness of the 
banking system, of which we are all quite sensitive in this commit- 
tee, I assure you, would be compromised by a series of different 
State standards and regulatory enforcement medianisms. How do 
you address those two considerations? 

Mr. CuRRAN. Well, conceptually, I can't really argue that there 
is not wisdom in uniformity, particularly when we have commerce 
(^ course, all across this Nation. So that is certainly a desirable 
goal. 

Having said that. I can speak as, indeed, you. Senator, have 
undestood, that those of us at the consumer protection division (rf' 
the attorney general's office in our individual States, we're closer 
to that scene and we hear firsthand very quickly and forcibly many 
times the concerns of a business person who is distressed or a 
consumer who is upset 

So I think that some of our own laws in Maryland or in Vermont, 
really, Td like to see at the national level, for instance, this idea 
that all 200 and some odd million Americans have the benefit an- 
nually of a review of their particular reports. That would assure, 
as we have in Maryland, the chance that it would be accurate in 
the first instance. 

So I think anything we do, being closer to the people, hearing 
more often from them, is better. And so, our Maryland law, we 
think is a good law. Our Mainland law also provides that when the 
consumer is informed that the credit reporting agency has deter- 
mined that information disputed by the consumer is accurate, the 
credit reporting agency must, upon request, provide the consumer 
with the name and the phone number of each person contacted by 
the agency in its reinvestigation of the information. 

Many times they'll simply say, well, you're turned down because 
the bank said that you were a bad credit risk, or you couldn't get 
this appliance because your credit information was improper. 

But now, we're able to say you can call Mr. Bond at such and 
such phone number — so I think that those kinds of things are far 
better. 

Senator Bond. Granted, the States have been the great labora- 
tories of experiment. You found out what's good. But is there a rea- 
son why, in national commerce, someone who is providing credit or 
making credit sales nationally, shouldn't make uie same good pro- 
tections and the same information available on a national basis? 
You've got Maiyland companies soliciting people in my State, in 
Michigan and Nevada, and I know you've got companies in Mis- 
souri that are soliciting business in Maryland. And I'd urge you to 
look at it lliey've got some great merchandise coming in. 
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But shouldn't the same standards apply? If it works at the State 
level, shouldn't you be giving us the benefit of your vision so that 
we can establish a uniform system? 

Mr. CuRRAN. I could not really disagree with that, that the good 
ideas that are developed across the 50 States be eventually incor- 
porated so they're national standards. But the States are still de- 
veloping those good ideas. Everyone loses if we deny tiie States the 
opportunity to engage in these experiments. 

It may well be that in Missouri or Michigan or elsewhere, that 
they don't want the Vermont standard. The Vermont standard is, 
of course, that, in Vermont, before the credit reporting agency can 
release the information, they have to be given permission by the 
consumer. 

That may be a bit restrictive for some, but that's what Vermont 
folks want and that's what they're entitled to get. Again, it gets 
back to the privacy. How much privacy do you want to get and 
give? And Tm veiy much a defender of that privacy. 

rd like to see the national Government aaopt our standards. But 
if the national law cannot incorporate it, we would say, in Mary- 
land and in Vermont and perhaps in other innovative States down 
the road, let us have a chance to do for our citizens what we think 
is best for them. 

That's really where we're coming from. And obviously, as a 
States person, we jealousy guard our right to provide for our citi- 
zens and, I concede, sometimes maybe we sound unreasonable. But 
we think that we're following fine precedent by giving us the 
chance — we know best our people, I guess is what w&d like to say. 

Senator Bond. Thank you very much. General. 

Thank you, Mr. Chairman. 

The Chairhan. Thank you, Senator Bond. 

If there are no further questions of these two witnesses, I'm 
going to now thank you for your testimony, and excuse you. Your 
testimony has been very helpful to us. 

Mr. CxniHAN. Thank you, sir. 

Mr. Medine. Thank you. 

The Chairman. As our next panel is coming forward, let me in- 
troduce each of them and give a description of the vantage point 
from which they come. 

Mr, Barry Connelly is the executive vice president of the Associ- 
ated Credit Bureaus, a trade association representing the consumer 
credit, mort«ige reporting and collection service industries. 

Ms. Michelle Meier has covered credit issues for the past 9 years 
at Consumers Union, the publisher of Consumer Reports magazine. 

Mr. Robert Hunter is an executive vice president of Chase Man- 
hattan Bank. Mr. Hunter is testifying on behalf of the American 
Bankers Association, the American Financial Services Association, 
the Consumer Bankers Association, Mastercard International, and 
VISA, Incorporated. 

Next is Mr. Ed Mierzwinski, the consumer program director with 
the U.S. Public Interest Research Group, a national lobbying office 
for a network of State public interest organizations. 

Finally, Mr. Ronald Prill, who is the vice president of credit at 
Meryyn's, and he is testifying on behalf of the National Retail Fed- 
eration. 
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Let tne welcome all of vou today. Well make your full s 

a part of the record, and we'd ask each of you to make your sum- 
maiy comments in about a 5-minute time period. 

I mil shortly be asking Senator Bryan to coroe over and to chair 
the ramainder of this hearing, as I must go in due course over to 
the Senate floor. 

Mr. Connelly, well start with you. We're pleased to have you and 
we'd like your comments at this time. 

STATEMENT OF BARRY CONNELLY, EXECUTIVE VICE PRBSI' 
DENT, ASSOCIAI^D CREDIT BUREAUS, WASHINGTON. DC 

Mr. Connelly. Thank you, Mr. Chairman. 

On behalf of the 1,000 consumer credit mortgage credit-reporting 
members of Associated Credit Bureaus, I wish to thank you for the 
opportunity to present testimony on proposed amendments to the 
Fair Credit Reporting Act. My name is Barry Connelly and Vm the 
executive vice president of Associated Credit Bureaus. 

Vm reminded. Senators, that I was in this room 24 years a^, al- 
most to the day when Senator Proxmire and Senator Bennett held 
hearings on the original Fair Credit Reporting Act. 

Remarkably, in our view, the FCRA, with a few exceptions, has 
met the test of time and reacted well to the technological changes 
in our business. 

The bipartisan goal of the Senate Banking Committee 24 years 
ago was to strike a reasonable balance between consumer rights 
and the free flow of consumer information. The end product was 
not punitive, but it provided meaningful consumer protections. 

Since then, the U.S. economy has grown steadily and the avail- 
abili^ of credit to buy homes, cars and household products has af- 
forded millions of your constituents a standard of living second to 
none. 

The option to buy on credit was made possible by the availabilitjf 
of fiast, accurate credit history information from the Nation's credit 
reporting industry. Without the availability of the credit history in- 
formation from U.S. credit bureaus, it could never have happened. 
The surge of new home buying and mortgage refinancing could 
never have been accomplished without the information from the 
Nation's credit bureaus. 

It is with those facts as a backdrop that Congress must consider 
any changes that would inhibit the flow of information. 

This Congress and this administration pledge to create more 

C' lbs. The extension of consumer credit creates real jobs, and credit 
ittory information is what makes it possible for a family in Ne- 
vada to buy a car built in Michigan. 

Mr, Chairman, this is not said in an attempt to dismiss the criti- 
cism of our industry or to minimize the proolems that some con- 
sumers have experienced with credit bureaus. 

My written statement describes in detail how AC6 members 
have listened to our critics and we've reacted positively to improve 
our service to consumers. 

If ^ou compare S. 783 with our new industry initiatives, you will 
see immediately that we listened and we learned. We are not the 
industry we were 2 years ago and nothing productive will come 
from a rehash of old issues. 
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Our message is two-fold — ^first, the credit reporting industry is an 
integral part of the U.S. economy and we must be venr careftil to 
disrupt the free flow of information upon which credit decisions are 
made, while assuring American consumers of legitimate privacy 
and accuracy. 

Second, we are a progressive industi^ responding to the needs of 
consumers and credit-grantors through significant mandatory in- 
dustry initiatives. 

Senator Bryan, Mr. Chairman, I would like to ask that, for the 
record, these initiatives be entered into the record. 

Senator Bryan [presiding]. Without objection, the initiatives will 
be made a part of our record 

Mr. Connelly. Thank you, sir. 

Let me just put to rest some lingering issues as you listen to tes- 
timony and consider changes in the FCRA, 

In uie area of privacy, ACB members do not want anyone who 
does not have a permissible purpose to have access to credit re- 
ports. Our initiatives tighten the relationship between broker- 
resellers in the credit bureau to minimize the opportunity for some- 
one to invade a consumer's privacy. 

Senators, rather than make a folk hero out of a Business Week 
reporter who broke two Federal laws in obtaining Dan Quayle's 
credit report, why didn't the Justice Department prosecute him? 
That's what should have occurred. 

Let's talk about accuracy. 

It is the goal of our members to achieve and maintain credit re- 
ports which are free of any errors. We have invested millions of 
dollars in improved computer programs to assure that matched 
data minimizes the chance of mixing files. 

The industry is testing the automated consumer dispute verifica- 
tion system that will utilize an electronic mail system to send a 
correction or change in a consumer's account to all three nation- 
wide systems. 

You will find a new and improved attitude in consumer service. 
Each company is trying new ways to communicate better with the 
consumer. There is a healthy competition to see who can do better. 

Disclosure formats are more readable. A consumer disclosure will 
be mailed to the consumer within 3 business days. Reinvestigations 
will be completed within 30 days. 

And finally, sir. Congress was told that the FTC had received up 
to 10,000 complaints or inquiries about credit bureaus in 1991. Ei- 
ther tJie Commission's calculation of complaints and inquiries was 
in error, or we improved dramatically in 1992. 

You see, ACB filed a Freedom of Information Act request with 
the FTC for all complaints and inquiries in the first quarter of 
1992. 

They produced 373 actual complaints, which represents one com- 
plaint for every 370,000 reports sold. Or we could say that there 
was a decrease of 85 percent from the previous year's complaints. 

Mr. Chairman, in conclusion, S.783 would have an impact on the 
consumer credit industry, but not necessarily a positive impact 
Hie flow of consumer credit information from credit grantors would 
be jeopardized. 
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ACB and its members are not proposing a legislative solution. 
It's not secret, in the last Congress, we actively supported H.R 
3596, as it was reported to the House floor. Unfortunately, our ef- 
forts were in vain, but the pitfalls and probelms associated with 
the legislative process causes us to resist when faced with a similar 
situation in this Congress. 

We are thankful that we are achieving the desired results with 
our initiatives where the legislative process, in fact, failed last 
year. We are convinced that the risk of destroying the balance 
achieved 24 years ago is just too great. 

Thank you for the opportunity to summarize my fiill statement 
and I look forward to answering your questions. 

Senator Bryan. Thank you very much, Mr. Connelly. As the 
Chairman indicated, your full statement will be made a part of the 
record. 

Ms. Meier, well hear next fVom you. 

STA'raffllENT OF MICHELLE MEIER, COUNSEL, GOVERNMENT 
AFFAIRS, CONSUMERS UNION, WASHINGTON, DC 

Ms. Meier. Thank you very much. 

I am pleased to appear before this committee and to have the op- 
portunity to sav, hi, and thank you to our cosponsors. Senators 
Biyan and Bond. 

I have four points to make today. 

No. 1, that voluntary efforts, despite the claims of the industry, 
making some of these voluntary efforts are not enou^. The need 
for the legislation is the same as it was 3 or 4 years ago when this 
issue first came to broad public attention. 

No. 2, that pre-emption hopefully is behind us. I think we found 
out last year with the death of the bill on the House floor that this 
bill is doomed if a pre-emption provision is put into it. 

No. 3, that the bill provides, S. 783, provides a eood start for ad- 
dressing the problems in the market place. But Consumers Union 
and other consumer eproups will be working both in the committee 
here, the Senate, and the House, for some additional reforms that 
we think are essential. 

And No. 4, after 3 or 4 years of discussing this issue, and after 
a ^ear or two of having most of the needed reforms put together 
with little controversy surrounding them, let's go. Let's get the leg- 
islation passed. 

Just to emphasize a couple of these four points. 

On the voluntary efforts, I have not systematically gone throu^ 
the consent agreements and gone through the voluntarily efforts 
that have been committed to outside the consent decrees. But I 
think that it's clear that there are a number of reforms included 
in S. 783, or its House counterpart, that are not addressed by in- 
dustry voluntary efforts. 

For example, neither the House or Senate bill, or the consent 
agreements and the voluntary efforts don't do an^hing toward ad- 
dressing the problems with banks and other businesses that regu- 
larly supply information to credit bureaus. We think that is an es- 
sential reform that can only be addressed by Congress. 

The free report issue is not resolved in the consent agreements 
or in any other voluntary efforts. We see that as a critical reform. 
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The direct marketing issue under which companies buy lists of 
names of consumers cold firom credit bureau files is not satisfac- 
torily dealt with in the consent agreements. 

The enforceability of the consent agreements is not the same as 
what we could achieve with Federal legislation. Only the States, 
only the parties to the consent agreements can enforce violations 
of the agreements, whereas. Federal law gives consumers who are 
victimized by violations and States across the board the abiUty to 
enforce violations. 

The final point on the voluntary efforts issue is that this issue, 
the need for reform legislation and I think the general agreement 
that reform legislation is needed, only has come about because of 
the spotli|^t of public attention on the many problems and the hor- 
ror stories. 

We think without Federal legislation resolving these problems, 
reforming the market place, that these voluntaiy efforts will not 
stick, hold a huge risk of simply going away as soon as the spot- 
light of publicity dims. 

I think ril leave it like that. Our testimony goes into the key two 
or three issues that we would like to see addressed in this legisla- 
tion. And if questions come up on that. 111 get into them at that 
point 

Thank you very much. 
, Senator Bryan. Thank you very much, Ms. Meier. We appreciate 
your testimony. 

Mr. Hunter, we'll hear from you next. sir. 

STAIIIMENT OF ROBERT HUNTER, EXECUTIVE VICE PRESI- 
DENT, THE CHASE MANHATTAN BANK. NJL, NEW YORK, NY 
Mr, HUNTES. Thank you, Mr. Chairman. 

My name is Robert Hunter. I'm an executive vice president of the 
Chase Manhattan Bank. 

Today, Vm appearing here on behalf of the American Bankers 
Association, the American Financial Services Association, the 
Consumer Bankers Association, Mastercard, and VISA. 

Needless to say, we appreciate the opportunity to testify before 
the committee. In addition to mv oral statement, we request that 
our written testimony be includea in the hearing record. 

Out industry understands the concerns that have been expressed 
about the effectiveness of the FCRA. In particular, we fiilly appre- 
ciate the need for accurate credit files and credit reports. 

Our indu8ti7 depends on accurate credit information. We also 
recognize the importance of consumer access to their files and the 
need for readily understandable credit information. 

Since Congress began focusing on this subject, however, these 
concerns have been largely addressed through State and Federal 
regulatory efforts. In particular, the Nation's three minor credit bu- 
reaus, representing the consumer reporting industry, nave entered 
into Uie consent agreements, that have already been mentioned, 
with State and Federal officials, which require extensive changes 
to the wav the industry does business. We believe that these efforts 
address uie principal reasons the committee is considering FCRA 
l^slation. 
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Accordingly, we strongly urge the committee to very carefully ex- 
amine tJhese developments before enacting Federal legislation. By 
waiting until the credit reporting industry has had an opportunity 
to ftilly implement the changes required by the consent agree- 
ments, the committee can then more precisely determine the appro- 
priate refinements that may be needed for the PCRA. 

The sponsors of S. 783 are to be commended for focusing atten- 
tion on consumer reporting concerns and for attempting to develop 
compromise positions with respect to many of these challenging is> 
sues. 

Any FCRA legislation must be carefully crafted to balance the in- 
terests of consumers, credit bureaus and creditors alike. Such a 
delicate balance is much more likely to be achieved after fully con- 
sidering the impact of the recent consent agreements. 

If the committee, nevertheless, pursues FCRA legislation, we 
strongly urge that the FCRA be established as the national uni- 
form standard for credit reporting to avoid inconsistencies with 
State laws. 

Inconsistent State law requirements create operational problems 
which make it difficult to accomplish the goals the bill is intended 
to address, including the completion of reinvestigations in the 
shortest possible timeframes. 

Estabhshing the FCRA as the national standard would avoid 
these problems and allow us to achieve in the fastest possible man- 
ner our common goal — accurate consumer reports. 

However, we recc^nize and agree that tJie provision establishing 
national uniformi^ for credit reporting should preserve the appro- 
priate enforcement role for the State Attorneys General and oUier 
State officials. 

As to issues raised by S. 783, we believe that imposing liabilities 
on persons that simply furnish information to the credit bureaus 
could in fact dramatically increase litigation against creditors who 
are not compensated for providing this information. This would re- 
duce the availability of essential credit information as creditors at- 
tempt to avoid liability by restricting the information they furnish 
to credit bureaus. 

In fact, faced with the liability imposed by the bill, a creditor 
would be presented with a choice — eitfier reduce or stop reporting 
information to credit bureaus, or increase the prices charged to con- 
sumers to offset the risk. Either alternative would be quite det- 
rimental to consumers. 

Although we appreciate the confirmation of prescreening in 
S.783, the existing language would cause operational difficulties. 
In particular, it would create uncertainty regarding when a 
prescreening offer may be withdrawn. It would also unnecessarily 
restrict the information that can be included in a prescreened list 
Given the significant benefits prescreening provides to consumers 
and creditors, such operational issues should be avoided. 

The bill would also create operational problems with 
reinvestigation of disputed information. The bill establishes a rigid 
30-day timeframe for the completion of reinvestigations. Althot^ 
30 days is sufficient in most cases, the bill eliminates the flexibility 
under current law to use additional time where appropriate. 
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This creates significEmt potential for abuse. For example, the bill 

requires the cre£t bureau and creditor to consider relevant infor- 
mation submitted by the consumer at any time during the 
reinvestigation process without any extension of the 30-day time 
limit. It is impossible te comply with such a rigid timeirame if a 
consumer submits additional information in the final days of the 
SO-day period. 

The bill also provides that creditors have less than 20 days to 
complete their part of the reinvestigation. Such a timeframe is sim- 
ply too short, particularly when compared to other Federal 
consumer protection laws. For example, liie Truth-in-Lending Ad; 
permits two full monthly billing cycles, or 90 days, to resolve bill- 
ing errors on credit card accounts. 

The bill would also dramatically expand tiie scope of the FCRA 
adverse action notice requirements inconsistent with the existing 
Federal Equal Credit Opportunity Act. Creditors would be required 
to furnish adverse action notices in inappropriate situations. The 
bill would also impose new disclosure requirements which would 
only detract from information already provided to consumers under 
the FCRA and the ECOA. 

In summary, notwithstanding the helpful focus on this subject, 
many provisions of the bill would create costly operationij prob- 
lems. These problems could be largely avoided oy waiting imtil the 
recent consent agreements have been fully implemented and care- 
fullv considered before proceeding with Federal legislation. 

Tnat concludes my testimony, and once again, we'd like to thank 
the committee for the opportunity to testify on tJiese important is- 
sues. 

Senator Bryan. Mr. Hunter, we thank you very much for your 
testimony. 

Mr. Mierzwinski, well hear from you next, sir. 

STATEMENT OF EDMUND MIERZWINSKI, CONSUMES PRO- 
GRAM DIRECTOR, U^ FUBUC INICREST RESEARCH GROUP, 
WASHINGTON. DC 

Mr. Mierzwinski. Thank you, Senator Bryan. It's a privilege to 
testify before you on this iraijortant matter. 

As a point of personal privilege, I want to say l^at U.S. PIRG 
appreciates your leadership, not only on credit bureau reform, but 
also on product safety, CAFE, and all the other issues on which 
you are a consumer champion in the U.S. Senate. 

We're pleased to testify on behalf of a number of consumer orga- 
nizations listed on my testimony — Bankcard Holders, Consumers 
Union. We're doing joint and several testimony today — Consumer 
Federation of America, and the U.S. Privacy Council and Public 
Citizens Congresswatoh, on this importent bill. 

I hope that before the end of 1993, we can, working together, 
pass a bill reforming the FCRA. It is an archaic, weak, ineffective, 
narrow, unenforced, and largely, unenforceable, piece of l^slation. 
It is not yesterday's model, ft is not last year's model. It is, in fact, 
a piece of prehistoric junk. 

[Laughter.] 
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The industry and computerization have (lassed it by. With due 
respect to Mr. Connelljrs testimony that it has worked well, I 
would strongly disagree. 

We believe that the bill offers a good beginning and our testa- 
maay focuses on proposed changes that we would like to make to 
the bill. 

I would like to point out that we have been very concerned in the 
past over the industiy's failure — the industry, meanii^ the broad 
industry, the credit bureaus' and the credit providers — ^failure to 
come up with a position on the bill. And if I heard Mr. Connelly 
correctly, I believe the credit bureaus have withdrawn their sup- 
port for legislation. 

Last year, we supported legislation, but we opposed pre-emption. 
This year, we oppose le^slation. We prefer tne consent decrees. 
And of course, the banks and the other providers who are respon- 
sible in large part for mistakes, but don't get blamed for them, 
have also juggled around what they're for ana what they're against 
It's like a game of illegal three-card monte — which cup is the indus- 
try's position under? 

I hope that, working together, the consumer groups, the State 
government and the Federal Trade Commission, can work with the 
Senate and the House to pass a bill, and I hope that >^ou can use 
your leadership to pull the industry along because it is very dif- 
ficult for us to look at the problems that consumers face out here 
and listen to industrv groups say, we can do it with voluntarv 
agreements. We can ao it with consent decrees, based on a weak 
law, and we don't need legislation. 

Quite frankly, I thought that weis alt behind us and I thou^t 
that this was the year that we would work on a bill. So I hope that 
we can bypass that. 

I'm aware of the industry's stance that it is not the same indus- 
try as it was 2 or even 5 years ago. But I would point out that the 
reason for that is, as Justice Brandeis said, that sunlight is the 
best disinfectant. 

The continued pressure by Congress and the States and 
consumer groups and the media has been what has made a dif- 
ference in this industry. 

I want to second your comment. Senator Bryan, that these con- 
sent decrees will not do anything about the fact that creditors are 
responsible for a great deal of the problem. Creditors are not liable 
under the act. Creditors have no responsibilities under the act. 

Let me go briefly through just a couple of the area of concern 
about the bill. Obviously, we like a great deal of the bill. We espe- 
cially like that it does not include the pre-emption of State law. 

On the area of privacy, I would associate my remarks with those 
of Attorney General Curran. We would strongly oppose extending 
target marketing to credit bureaus. The bill would apparently cod- 
ify Trtms Union^ position that target marketing should be allowed 
under the act, although Trans Union is in administrative litigation 
with the agency on that point. 

We believe tinat consumer privacy should not be invaded by ai- 
lowing credit information to be used for junk marketing. 

I don't think my credit cards should nave a role in what maga- 
zines I get proposed solicitations for. 
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I will point out, though, that on this, Mr. Chairman, the 
consumer groups are frequently accused of not being reasonable. 

I want to point out that we support, or at least do not oppose, 
the proposed changes to the prescreening that is allowed for credit 
purposes in the act. Your bill would weaken the FTC's current posi- 
tion on prescreening and allow a reasonable amount of post-screen- 
ine by the industry. 

In the interest of balance, because we recognize that 
prescreening is an important part of the credit allocation process, 
we will allow that and we will not oppose it. But when you extend 
it to target marketing, we have a problem with it 

Second, we believe that furnishers should be subgect to reason- 
able procedures, as the House bill provides. 

And third, as Attorney General Curran mentioned, Vermont pro- 
vides for informed consent. I think it's very important that your bill 
provides additional duties on resellers, ftese information 
undeground and superbureaus. There are a lot of resellers, but 
some of them are in an information underground. Some of them are 
questionable individuals with some unseemly reputations. 

I believe that it is important to place greater burdens on them, 
but we think that an important part of the solution of protecting 
consumers from invasive use of their credit reports is to give con- 
sumers the right to control the use of their report by 
preauthorizing its use. 

Most creditors would not have a problem with this because, in 
any application, they ask the consumer if they can use his or her 
credit report in the application process. 

We are going^ after the other users of credit reports and that is 
our target Again, I want to work closely with your staff on this so- 
lution to this important problem and I hope mat we can finish it 
in 1993. 

Senator Bryan. Thank you very much. We appreciate your testi- 
mony. 

Mr. Prill, well hear from you now. 

stahaient of ronald phill, vice president of credit, 
mervyito, haywaro, ca 

Mr. Prill. Thank you, Mr. Chairman. 

My name is Ronald Prill. I am vice president of credit for 
Mervyn's. I am pleased to appear today on behalf of the National 
Retail Federation, for which I am also chairman of the federation's 
credit advisory council, to discuss proposed legislation that is of 
great importance to retailing. 

Mr. Chairman, the retailing industry opposes the sweeping re- 
form of the Pair Credit Reporting Act &iat is envisioned by S. 783. 
The existing law is sound in its basic approach and in the manner 
in which it operates. The FCRA should not be amended. 

The consumer reporting system has evolved over the last 20 
years in a manner so that today it works efHciency and it works 
accurately. Sound credit decisions can be made on the spot because 
credit reports are available virtually instantaneously. 

Nothing should be done that would adversely affect the manner 
in which the current system operates. If this law is enacted, you 
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will provide an incentive for credit-grantors not to participate ftilly 
in the vystem as they do today. 

The character of credit reports will change and change for the 
worse. This would hurt consumers, as well as burden credit- 
grantors. 

The Fair Credit Reportine Act properly regulates the businesses 
that collect credit history information voluntarily furnished to them 
and which they sell to businesses that have a need for it 

The current oalance between the consumer's rights and the credi- 
tor's needs must be maintained if we are to continue to conduct 
business in today's competitive environment. 

While we have a number of concerns about the bill under consid- 
eration, the most critical is the proposal to create substantial com- 
pliance obligations and impose major civil and administrative li- 
ability upon the hundreds of thousands of creditors that voluntarily 
report their customers' account payment history to consumer re- 
porting agencies. 

That would be a drastic departure from the longstanding policy 
that compliance obligations and civil and administrative liabilities 
should be concentrated upon those companies that are in the busi- 
ness of assembling and disseminating third-party information. 

"The result of imposing private civil liability upon businesses that 
furnish information to credit bureaus, that is, consumers would be 
authorized to sue furnishers as to certain requirements, would be 
that virtually even delinquent customer would be assured of hav- 
ing a new cause of^ action in the event the creditor seeks to recover 
the balance due on a delinquent account This cannot be justified 
by the current state of affairs. 

Also, the threat of administrative challenge in the event of fur- 
nishing inaccurate information could force creditors to reduce sig- 
nificantly the frequency and volume of information that they volun- 
tarily report today, if not eliminate it entirely. 

Turning to the proposal to give authority to State Attorneys Gen- 
eral to bring suits in Federal court to obtain relief against anyone 
who violates the FCRA, we fmd this objectionable. Even a technical 
violation could tri^er such enforcement. 

This would in enect grant each Attorney General the power to 
establish his or her own set of standards throu^ the exercise of 

Srosecutorial discretion in the bringing of cases. Rather than pro- 
ucing nationwide consistency in regulating consumer reporting 
conduct, this provision could create chaos in the interpretation and 
enforcement of the FCRA. 

Tie notion that every State Attorney General should have a li- 
cense to act as a Federal policy-maker could create a le^l night- 
mare for legitimate businesses, especially those operating in a 
multi-Stete environment. 

The bill before you conteins a number of provisions which would 
impede legitimate business practices without delivering counter- 
balancing consumer benefits. 

The requirement that the consumer be given a reasonable oppor- 
tunity to respond before taking adverse action when the consumer 
report is used for employment purposes would cause severe oper- 
ational problems when hiring is done on a temporary or seasoniU 
basis, as is a frequent practice in the retailing industry. 
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There is simply not sufficient time to defer certain hiring deci- 
sions until the applicant goes through the process of seeking a 
reinvestigation of nis or her credit bureau report. 

Regarding the bill's authorization to prescreen for marketing 
purposes, the limitation that only the consumer's name and ad- 
dress mi^ be famished for direct marketing purposes would effec- 
tively preclude telemarketing efforts. 

Moreover, the absence of certain demographic information would 
hamper segn^entation that is essential in direct marketing efforts. 

Whether prepscreening is done to solicit for credit or to solicit the 
purchase of goods and services, the only restrictions that are war- 
ranted are that a firm offer be made and that the information fur- 
nished pertaining to a consumer not identify any particular credi- 
tor or other business. 

The bill would give consumers an unqualified right to have their 
credit report include any "relevant" information. That would 
change the basic nature and character of consumer reports. It could 
seriously disrupt the process of assembling information and, more 
important, once collected, the credit bureau report would have to 
include it in all reports that are furnished. 

This would make credit bureau reports unwieldy, much more ex- 
pensive, and incompatible with the computerized, on-line commu- 
nication systems that most creditors use today. 

Finally, any legislation on this subject would be deficient without 
pre-emption of State law to ensure that any new Federal FCRA re- 
forms can be implemented in a cost-effective manner. 

The proposed new Federal law now being considered is not a 
bare-minimum floor and pre-emption is not an anti-consumer 



There are no special local or regional concerns in the field of 
consumer reporting that outweigh the need for uniformity. 

In order to justify Federal pre-emption, the following conditions 
should be present. 

No. 1, a problem area that is truly national in scope. 

No. 2, a Federal legislative solution that is comprehensive and ef- 
fective for consumers, regardless of what State or region they in- 
habit. 

And No. 3, the benefits derived from complying with one set of 
uniform rules outweigh the traditional grant of authority to the 
States to add their own variations. 

All of these factors are present here. 

Individual State variations and disclosures, opt-out rules, compli- 
ance procedures, et cetera, are not cost-effective and they do not 
benefit consumers. 

Rather than add diversity, they lead to confusion, disruption, and 
chaos for industry. When a field is truly national in scope and the 
Federal legislative solutions are comprehensive, pre-emption of 
State law is the correct, albeit, politically difficult, choice to make. 

Once again, Mr. Chairman, thank you for the opportunity to ap- 
pear here this morning. 

Senator Bryan. Senator Bennett has joined us. Before opening 
the round of questioning, I'll yield to him for any opening state- 
ment that he mi£^t care to make. 
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Senator BENNETT. Thank you, Mr. Chairman. Vm here to learn 
this morning. 

Senator Bryan. We're delighted to have you here. 

Let me begin, if I may, Mr. Prill, if I could ask you a couple of 
questions here to make sure that I understand the National Retail 
Federation's position. 

In the early part of your testimony, I sensed, and I want to make 
sure that I understood this, that, in effect, you believe that what- 
ever problems have existed in tne past in tiie system have now 
been corrected, and you don't believe that a legislative remedy is 
necessary. Is that essentially what you're saying? 

Mr. Prill. Mr. Chairman, I think that's an accurate assessment. 
I would point out that the overwhelming majority of credit history 
information that is reported by furnishers to credit bureaus is accu- 
rate at a ver^ high level. No. 1. No. 2, it is positive information 
that is helpful to the consumer. 

Senator Bryan. Mr. Prill, the thrust of what Senator Bond and 
I are doing, we're not accusing anybody of bad faith. We recognize 
that there is a volume of entries that are made that is staggering. 
There are some problems, at least in our perception of the situa- 
tion. But I want to be clear. So your view is that, essentially, from 
the retail point of view, you don't believe that any legislative rem* 
edv is necessaiy, at least at this time. 

Mr. Prill. We don't see a level of inaccuracy or issues not ade- 
quately addressed by existing law, such that a sweeping reform of 
existing law is in fact appropriate. 

Senator Bryan. Do you favor any legislative correction? 

Mr. Prill. No. We do favor enforcement of the existing provi- 
sions. 

Senator Bryan. All right. Let me, if I may, Mr. Connelly, get 
back to a point that you made. And that is that in your prepared 
testimony, you indicate that this credit reporting system is sul^ect 
to three component parts. And you correct me if I misstate the 

{)roposition thatyou've advanced. There's the consumer, who clear- 
y plays a role. 'Tnere is the credit grantor — I believe those are your 
words. And the reporting agencies themselves. And you spent a 
considerable amount of time indicating some of the reforms that 
have been undertaken by the reporting agencies themselves, the 
provisions of the consent decree, and all of that 

If, indeed, the credit grantor is essentially a part of the system, 
why should the credit grantor be, in effect, excluded from the provi- 
sions of the reforms that we're tirying to undertake? What's the ar- 
gument for that? 

Mr. Connelly. Sure. Senator, I appreciate the attempt to clarify 
that because I don't think that they are excluded. And Vm telling 
you that they are not excluded from the system. 

They are very much involved — and I might have been negligent 
in not pointing that out in my testimony—but they are very much 
involved in all of the task forces and the work that we're doing to 
create the tape formats, to assure the proper matching logic — Vm 
over my head in talking about computers-— but matching logic for 
making sure that the information does not create mixed mes. 

We have a number of inter-industry task forces that work to- 
gether. And working tc^ether is exactly what we must do. 
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I mentioned in my testimony that one of the things that's going 
to address the problem you raised with one of the earlier witnesses, 
the repetition of an error, is a solution that's rig^t now in test. It 
will go on line this summer. It's called the automated consumer 
dispute verification system. 

'The credit grantors are an integral part of that. They're investing 
a lot of mon^ in that, and they're working hard to make that reaf 
So I agree, sir, they are an integral part of it. 

Senator Bryan. But assuming that point, and I did not firame the 
question narrowly enough, would vou not concede that the consent 
decrees that you talked about, ana which you kind of went through 
the things that you've done. 

And mmkly, I must say that, in reading your testimony, I had 
the impression that if the legislation was confined only to the cred- 
it reporting bureaus, that essentiallv, you didn't find too much 
fault with the legislation that we've advanced here. 

You've indicated that, with respect to section after section in you 
analysis, in your complete testimony, not your oral testimony here, 
you were essentially doing most, if not all, of those things. 

Mr. Connelly. That's correct, sir. 

Senator Bryan. And I guess my question to you more specifi- 
cally, number one, do you agree that the consent decree does not 
extend to the credit grantors? 

Mr. Connelly. That is correct. 

Senator Bryan. So that if there are some problems out there, 
that we obviously have to get at that part of the system as well. 

Mr. Connelly. Well, I think, Senator, that we are getting at 
tJiat problem. 

I think the vdiole discussion makes an assumption, if I may, sir, 
that there is no incentive on the part of the credit grantor to have 
accurate information about the consumer in the credit bureau file. 

The credit grantor has a monthly billing with the consumer. 
They're regulated by the Pair Credit Billing Act. They have a con- 
stant communication with the consumer. 

If I see something one month on my bill, he's a valuable cus- 
tomer. So I think tne market place, sir, is a significant force in 
driving accuracy by the credit grantor. 

No, sir, they're not covered by the consent decree. 

Senator Bryan. Mr. Hunter, you raised some concerns about li- 
ability. Let me ask you your view. 

If the evidence should support in a given hypothetical case a 
course of conduct, a pattern, if you would, in which a grantor is 
being reckless to the point of disregarding a consumer's ri^ts in 
providing information to the credit bureau, would you not concede 
that under those circumstances, hypothetical that Fm giving you 
here, that some appropriate action ought to be taken against the 
credit grantor? 

Mr. Hunter. Yes, Senator, we would. I mean, it's not in the in- 
dustry's interest at all to allow or encourage anyone who's reckless 
in the way in which they treat consumer information to be allowed 
to continue to do so. 

Senator Bryan. And if that pattern were established, I'm assum- 
ing now the facts that are there to support that proposition, who, 
in your judgment, ought to enforce that? Assuming that you have 
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that kind of a creditor grantor, what remedy do you suggest ought 

to be provided to correct that abuse? 

Mr. Hunter. Well, at a minimum, such a credit grantor would 
undoubtedly be in violation of its contract with the credit reporting 
agencies under which it would have an obligation to use all due 
mligence in providing accurate information, in providing investiga- 
tion follow-up and cooperating with all of their procedures. 

So I would imagine that, at a minimum, they're goin^ to have a 
problem in continuing their relationship with the credit reporting 
agency. 

Senator Bryan. Would you disagree that the FTC ou^t to have 
some authority in those circumstances to take appropriate action? 

Mr. Hunter. I think that when you have somebody that's using 
reckless abandon in treating information, there needs to be some 
sort of remedy, yes, sir. 

Senator Bryan. So you agree at least in principle that some kind 
of remedy needs to be provided with the PTC if the credit grantor 
is being, as a matter of pattern of conduct, is providing information 
to the agencies that ultimately compile the credit reports. 

Mr. ElUNTER, I think part of the concern we have 

Senator Bryan. I want to give you a chance to respond fully. But 
I mean, do you agree in principle that we need some reme(^ that 
ought to be available if we have that kind of conduct? 

Fm not accusing you, Mr. Hunter, the banks of that conduct 

Mr. Hunter. Sure. 

Senator Bryan. But if that kind of conduct is present out there, 
shouldn't there be a remedy? 

Mr. Hunter. My understanding is that there are enforcement 
statutes available today that can be enforced within the States. 
But, in addition, the issue is not so much one that we're concerned 
about with regard to flagrant violation or flagrant disre^rd for the 
accuracy of consumer information, but, rather, with the mftexibility 
that's been introduced into this bill. 

Senator Bryan. And tell me where you find that inflexibility? 
Senator Bond and I obviously don't think this was crafted in Holy 
Scrmt. Where do you find that inflexibility? 

Mr. Hunter. Well, my understanding as I read the bill, Senator 
was that a single violation could prompt up to a $1,000 fine on the 
part of a State regulator. 

In addition to that, we have the question of civil liability in a 
case where there could be a dispute over what constitutes relevant 
information and what constitutes reasonable consideration of that 
relevant information. 

Senator Bryan, Let me ask another thing. The bill provides that 
for an individual that provides information as a credit ^antor, as- 
suming there's no pattern of conduct, even though that information 
is erroneous, it provides no civil liability for the credit grantor. 

But in those circumstances in which the consumer has noticed 
tiiat the information in his or her report is inaccurate, and there- 
after, after notice, no correction has been made, then, under those 
circumstances in a given circumstance, you may have liability on 
tile part of the credit grantor. My question is what's wrong with 
that? If you've been notified that there is erroneous information 
and fiailea to correct it, shouldn't there be some liability? 
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Mr. Hunter. Again, Senator, I don't think my concern runs to 
the issue of whether or not flagrant abuse should not be dealt with 
and some sort of enforcement action taken. 

My concern runs to, it's my understanding as the bill is written, 
is that it is inflexible on the question of the potential for a single 
violation to create a penalty, as well as the ambiguity around what 
constitutes relevant information and what constitutes reasonable 
consideration of that information. 

Senator BRYAN. Without conceding that interpretation because I 
do not, but I want to follow up, again. 

Mr. Himter, do you agree with the basic proposition that if you 
have a credit grantor wno has provided information, let's assume 
in the first instance, innocently, and not as part of a reckless pat- 
tern. But after having been notified by the consumer, that the in- 
formation is inaccurate and who thereafter fails to take action, 
should there not be some remedy available against that credit 
grantor? 

Mr. Hunter. I guess I would have to say, yes. Senator, there 
should be. 

Senator Bryan. Ms. Meier, you had a desire to respond. 

Ms. Meier. Thank you. Senator, yes. This is a very important 
issue for us because we view holding an industry liable under the 
law in the face of violations as an important accountability meas- 
ure. 

In our written testimony, we made comments based on the inter- 
pretation of the bill that would not hold credit grantors Uable 
under the civil liability provisions in the situation you just de- 
scribed. 

I would have to say that we would be very happy to hear that 
that's the wrong interpretation, that if there is a mistake, a notifi- 
cation to the credit grantor that a mistake has been made, and 
then failure to act, that the civil liability provisions would kick in. 
If that is your intent there, I'm very pleased with that. 

I woultl like to just make one comment, obviously, since you're 
hearing this issue from both sides, just to set the record here. 

Senator BRYAN. Yes. 

Ms. Meier. Consumer groups do not believe that it would be at 
all reasonable to hold either credit-grantors or credit bureaus to a 
100 percent accuracy standard. All we're after here is reasonable 
procedures. And one of the procedures we think is reasonable is if 
there is a mistake and then there is notice that the mistake exists, 
that there is a correction. 

So I wanted to lay that red herring to rest, Uiat we don't think 
100 percent accuracy is possible. We're just looking for reasonable 
procedures. 

Senator Bryan. Before yielding to the distinguished cosponsor, 
I'm going to ask a question that the Chairman asked me to ask 
both of you, Ms. Meier, and Mr. Mierzwinski. 

Senator Bond. Yes, ask that. 

Senator Bryan. Yes. I think if we ever want to get this, I think 
we'd better respond. 

So let the record reflect that Senator Bond and I are enthusiastic 
in advancing this question on behalf of the Chairman. 

[I^UE^ter.] 
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In fkct, it was my negligence not to make it the very first ques- 
tion that I had to ask. But here it is. 

Accuracy is a significant problem with credit reports. Studies 
have indicated that nugor errors may ^cist in as many as one-fifth 
of all reports. 

The question actually has two, maybe even three, subparts. Let 
me try it 

No. 1, how far does the bill go toward ensuring that credit re- 
ports are accurate to begin with? And that when they do contain 
errors, that those errors are promptly and permanently corrected? 
That's one question. 

The second question, are the liability provisions for those who 
fiimish information to credit bureaus — ^tnat would be the credit- 
grantors, Tm assuming — strong enon^ to ensure that they won't 
provide inaccurate information? 

And then the third question is will these liability provisions chill 
the availability of credit? 

E^et me begin, Mr. Mierzwinski, with you, if I may, and then, Ms. 
Meier, return to you. 

If you need me to repeat those questions, I'll be happy to do that. 

Mr. Mierzwinski. Senator, I think that I can get them. 

The consumer groups believe that one of the strongest parts of 
your bill is the reinvestigation section. There are some differences 
that I would have to check with the House bill, but I think that, 
in general, both of those sections are quite similar. 

'nie reinsertion of previously verified information is one of the 
most important parts of that section. I believe the House bill is a 
littJe bit stronger there, but your bill is substantially stronger than 
current law for furnishers of information. 

As to the liability of furnishers, we believe that that civil liability 
or a private right of action should extend to any violations under 
the act. And that would include violations of reasonable procedures, 
which S. 783, to my knowledge, does not require the fimushers to 
have in order to prevent errors. 

I think that for the FTC or the banking regulators to adequately 
enforce this from their perspective, let alone consumers from the 
private ri^t of action perspective, we need to insert the reasonable 
procedures section. 

As to whether or not changes in this Fair Credit Reporting Act 
will have a chilling effect, again, I think that that's a suggestion 
that is designed solely to delay action and to prevent the passage 
of an important law. 

I would find that there's no chilling effect to giving consumers 
rif^ts that they should have had 24 years ago when the first bill 
passed. 

If I could make one comment on the concept of the voluntary 
standards that the industry believes that we don't need a law, the 
creditors. 

One thing that is veiy modest that Fve been very disappointed 
with, just to show ^ou how little I think the creditors have done, 
section 615 of the bill is very weak. 

That requires an adverse action notice to be given- to a consumer 
after he has been denied on the basis of a credit report. 
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As you know, that section is very poorly written. It does not re- 

auire the creditor to tell the consumer that he has any rights under 
ie law. 

It doesn't require the creditor to tell the consumer that he has 
the ridit to a tree credit report. It only requires the consumer to 
learn uiat a credit report may have been used. 

Senator Bryan. Let me just be clear. You're talking about the 
current law, not the proposal in Senator Bond's bill, and mine. 

Mr. MiERZWINSKI. I'm talking about current law, yes. 

And so what I'm saying is, on the current law, I CEin't believe 
that the creditors won't simply tell consumers what their rights are 
under current law, even though the current law doesn't specifically 
require them to do that. They're not going to do it unless you put 
it into law. 

This is a vei^ little thing that they could be doir^ now. They 
could be educating consumers about credit reporting. 'There may be 
a few creditors who tell consumers they have a right to a free re- 
port and the right to a reinvestigation and the ri^t to a 100-word 
dispute written in Uieir own words, et cetera. But I can assure you, 
those creditors are few and far between. 

So I'm simply getting to the point that we need a law in order 
to do this. We can't rely on the contract between the creditors and 
the credit bureaus. 

Senator Bryan. Ms. Meier, let me give you a chance to respond 
to our Chairman's questions for the record here. 

Ms. Meier. OK. Thank you. On the accuracy question, the first 
question, which went, I believe, to does the bill do enough to ensure 
accuracy from the get-go. 

Senator BRYAN. Yes. 

Ms. MsiER. Rather than in the context of correcting an inaccu- 
racy during the reinvestigation process. 

t think mat the bill has a number of provisions that will move 
us in that direction. But, as you know, the free report provision, 
we view as a key element of solving that problem because getting 
the report, first ofT, is the first step toward flagging mistekes. 

On the second question, my earlier comment I think addressed 
that, and only to emphasize, there is a drafting ambiguity in the 
bill right now. Under one interpretation, credit grantors are vir- 
tually off the hook in the context of a lawsuit by the victimized 
consumer. Under another interpretetion, which you're saying is the 
intended one, that immunity only applies in one circumstance. 

1 would have to say that if that latter intent is the one that pro- 
ceeds, we would be very pleased, and I think the bill would be 
strong on the question of holding credit-grantors accountable for 
minimum standards. 

And then on the last question, generally, we have been saying for 
a couple years now that we think that the Fair Credit Reporting 
Act civil liability provisions are the weakest ones going in the con- 
text of consumer banking laws. Even the Truth-in-Lending Act pro- 
visions are stronger. So we would like to see those strengthened. 
But I'm not going to scream about it. 

I guess 111 leave it at that. 

Senator Bryan. Ms. Meier, we thank you very much. Let me 
yield now to Senator Bond. 
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Senator Bond. Thank you very much, Senator. Again, my ap<do- 
eies for having to leave because of another veiy compelling hearing. 
I had to make an appearance there, but I have glanced throoi^ 
and will study your testimony. 

Mr. Hunter, in your remarks, you devoted a good deal of atten- 
tion to prescreenine. But I was reflecting on the comments made 
Iw Attorney General Curran of Marylana about the whole concept 
of prescreening. 

Yes, granted, the FTC has said it's a good idea. But why should 
I have to take affirmative action to keep someone from going into 
my financial information, dig^ng out the details and making an 
evaluation as to why I'm a good credit risk? 

Why shouldn't, as Attorney General Curran implied, there be 
some kind of opt-in to the system before we start ^tting the bene- 
fits of all of these wonderful credit card opportunities you have so 
graciously made available and on which I rely. 

[Laughter.] 

But, as a holder of one of your cards, I have enjoyed the use of 
it. But why should you decide for me that I need to have my credit 
examined by you so you can extend me a card? 

Mr. HUNTBlR. Well, Senator, our view is that prescreening offers 
very significant advantages to the consumer. It frankly helps a lot 
of consumers who would not qualify from receiving unwanted solici- 
tations to which they might respond and for which they might be 
rejected, which, in turn, could end up being reported to a credit re- 
porting agency that such a solicitation or invitation, request for 
credit had been made and declined. 

So we believe that prescreening has enormous benefits to the 
consumer in making sure that we get to the people who in fact do 
qualify in the first instance. 

"The issue of opt in, as a practical matter, if we were to institute 
an opt-in procedure, you would be spelling the death of any 
prescreening initiative. It just wouldn't work practically. People 
wouldn't do it, not because they don't want the solicitation, but be- 
cause the sheer inertia of daily life generally prevents people from 
bothering with those kinds of issues. 

Senator Bond. And bv the same token, would then prevent them 
from opting out, probably. 

Mr. Hunter. Well, opting out — somebody who feels generally 
bothered by the fact that they are receiving such requests would 

Srobably be more likely to want to take action to stop — when you 
ave something that's coming at you that you want to stop, the in- 
centive to do so is clearly there. 

When you have nothing out there, the incentive to find some- 
thing is generally less compelling. 

Senator BoND. I would £tgree with that. 

In your written testimony, you said that our provisions dealing 
with' prescreening would cause operational difficulties for creditors 
engaging in prescreening by creating uncertain^ under which a 
prescreened offer may be withdrawn. Do you have suggestions on 
now we could improve the language, how we could make it more 
clear and workable? 

Mr. Hunter. Senator, what I'd tike to do is take that under ad- 
visement and get back to you with some suggestions. 
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Senator Bond. We would welcome that. We look forward to hav- 
ing creative ideas on how we can achieve the goals we seek. And 
if we can do so in a less burdensome and more effective manner, 
certainly, I would welcome it. 

Mr. Connelly, you said you oppose a free credit report every 
other year. Would you oppose, say, a refund of the charge if a 
consumer found an inaccuracy in his or her report? 

Mr. Connelly. No, Senator. I think that what we must under- 
stand is that the consumer is being charged not for the information 
in the report, but for the expense related to the disclosure. 

Certainly, as the law currently says, there can be no charge for 
reinvestigaUon, no charge for the deletion of the information, no 
charge for seeing the other steps that have to be taken. But I think 
that's a business decision that would be made one-on-one in the in- 
stant cases. 

Frankly, in the 24 years, I've not heard of that being a problem 
and that has kind of caused me to pause before answering your 
question. I really never heard it to be a problem. I think that, were 
someone to challenge it, I think that they probably would — I would 
like to think that they would give them their money back. 

Senator Bond. Mr. Prill, you have mentioned in your testimony 
that a likely consequence of extending civil liability to the fur- 
nishers of information would cause them simply to cease furnishing 
the information. 

As we attempted to draft the legislation, a furnisher of informa- 
tion would only be liable under FCRA if it wilfully or negligently 
violated the act. Do you think that your industry would be unable 
to abide by the proposed legislation if you're not liable for innocent 
mistakes, without wilfully or negligently violating it? 

Mr. Prill. Senator Bond, our concern about the civil liability is 
reflected in the discussion I've been listening to this mommg. 
There is confusion about what does the bill specifically provide or 
what does it not, combined with differing interpretations as to 
what the intent is or what the language currently would provide, 
coupled with the concern that we have about enforcement by the 
Federal Trade Commission. We are also concerned about the Stote 
Attorneys General exercising their own discretion, perhaps their 
own definitions of patterns of abuse, for example, and the absence 
of Federal pre-emption, on top of that. We might have to deal with 
manv different State laws with differing requirements. 

All of those things, as a credit-grantor who voluntarily furnishes 
consumer information, mostly positive, cause us grave concern 
about just exactly when and in what situations would we be liable 
for what. And the actual liability, winning or losing a lawsuit, if 
one were to be brought, is of great concern to us. 

Of equally great concern is simply the number of suits that we 
suspect woulabe filed. Perhaps if^we were to attempt to collect a 
delinquent balance on an account, facing a suit or threat of suit. 
This bill establishes a new cause of action that consumers would 
have to allege that there's a violation. That causes us great con- 
cern, because — and we think that we would likely not he alone — 
we do not have a large legal staff to advise us. Most retail credit- 
grantors do not. 
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Because of this threat, we'd be veiy concerned about our ability 
to continue to voluntarily furnish information that we report, or 2A, 
least with such frequency or in such detail as at present. 

Senator Bond. So you re saying that if you filed a suit to collect 
a delinquent account, and you're concerned that if, in doing that, 
you furnished information to the credit bureaus, that that would be 
grounds for a suit? 

Mr. Prill. No. 

Senator Bond. I mean, for a counter-claim. 

Mr. Prill. We are concerned this would provide our customer 
who is delincjuent an opportunity to allege a law violation or 
threaten to bring suit in that situation. 

Senator in our business at Mervyn's, we have an average account 
balzmce of around $200. If we were threatened with a law suit, 
whether it was defense fees or someone's attorney's fees, where we 
would risk substantial expense, what we would likelv do is cease 
and desist our attempt to collect that account, even tliough we be- 
lieve the debt is owed. 

The point I'm trying to make is we are concerned that there 
would be litigation or threat of litigation under this new law, unre- 
lated to the delinquency of the account. There would be a counter- 
claim in the hopes that we would simply not take the risk or incur 
expense of pursuing an action. 

Senator Bond. Ms. Meier, you wanted to comment on that? 

Ms. Meier. Yes, thank you. Just to provide the opposing view- 
point on this. 

It is the requirement that consumers, under the Fajr Credit Re- 
porting Act, have to prove negligence or wilful noncompliance. That 
18 one of our concerns about the civil liability provisions. 

In the Truth-in-Lending Act, the consumer proves a violation and 
then the burden is on the bank or a creditor to prove that it had 
reasonable procedures. 

So it is already a hurdle for consumers not only to show a viola- 
tion, but to show that the procedures were such on the credit* 
grantor's part or the bureaus part that there was negligence in- 
volved. That's a hurdle for consumers. An area that we would like 
to see improvement, although if that's one of the problems that 
doesn't get fixed, we can live with it. 

And Senator Bond, one other thing, because this liability issue, 
not just in this context, but in all consumer legislation, is an issue 
that industry reps raise. 

I would like to point out, in response to the cliiims about frivo- 
lous claims being made, that's what we always hear. Let's immu- 
nize industry persons from any civil liability because all these con- 
sumers will come in and we'll have frivolous litigation and those 
attorneys will make so much money, and all that sort of thing. 

I really think that that's a red herring because the rules of civil 
procedure will severely penalize em attorney who brings a frivolous 
claim. There is a lot of concern about frivolous litigation, but it is 
addressed in the general rules of civil procedure. 

So that particular problem is not one that should lead us to im- 
munize industry altogether. 

Senator Bond. I would sa^, on the one hand. I agree that there 
probably is a problem with frivolous litigation that we need to deal 
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with, but our effort here is to develop some clear-cut standards 
which would at least miniinize those charges. 

And I would extend to all of you the invitation that I ^ess I ex- 
tended to Mr. Hunter. If you do have suggestions, particularly as 
a result of our discussions today on areas where you Uiink we need 
to improve or chfinge, I hope that you will let us know. 

Ms. Meier. Actually, Senator Bond, we had discussed with your 
staff person last year on that issue, putting in a provision that 
would penalize plaintifTs who bring frivolous lawsuits. And we have 
no problem with that because it's already a matter of civil proce- 
dure. So if you want to consider something like that, we could cer- 
tainly live with it 

Senator Bond. Thfink you, Mr. Chairman. 

Senator Bryan. Thank you verv much. Senator Bond. 

We're going to have to go to tne floor for a vote, so this may be 
an appropriate time to conclude the hearing. 

I apnreciate veiy much the testimony of all the witnesses. 

Well keep the committee hearing record open for a period of 
time. Both Senator Bond and I find other Members of the commit- 
tee may have some additional questions, and I know that, Mr. 
Hunter, you wanted an opportunity to respond to a particular ques- 
tion that the Senator asked of you. 

So we thank you very much. 

The Chairman. We will proceed now to the vote on S.422, the 
Government Securities Act Amendments of 1993. 

The Clerk will call the roll. 

The Clerk. Mr. Chairman. 

The Chairhan. Aye. 

The Clerk. Mr. Sarbanes. 

Senator Sarbanes. Aye. 

The Clerk. Mr. Dodd. 

Senator Dodd. Aye. 

The Clerk. Mr. Sasser. 

Senator Sasser. (Aye, by proi^). 

The Clerk. Mr. Shelby. 

Senator Shelby. (Aye, by proxy). 

The Clerk. Mr. Kerry. 

Senator Kerry. (Aye, by proxy). 

The Clerk. Mr. Bryan. 

Senator Bryan. Aye. 

The CI£RK. Mrs. Boxer. 

Senator Boxer. Aye. 

The Cl£RK. Mr. Campbell. 

Senator Campbell. Ave. 

The Clerk. Ms. Moseley-Braun. 

Senator Moseley-Braun. Aye. 

The Clerk. Mrs. Murray. 

Senator Murray. (Aye, by proxy). 

The Clerk. Mr. D'Amato. 

Senator D'Amato. Aye. 

The Cu:rk. Mr. Gramm. 

Senator Gramm. (Aye, by proxy). 

The Clerk. Mr. Bond. 

Senator BOND. Aye. 

DiqmzecbvG00<^lc 



The Clerk. Mr. Mack. 

Senator Mack, (^e, by proxy). 

The Clerk. Mr. Faircloth. 

Senator Faircloth. Aye. 

The Clerk. Mr. Bennett. 

Senator Bennett. Aye. 

The Clerk. Mr. Roth. 

Senator Roth. (Aye, by proxy). 

The Clerk. Mr, Domenici. 

Senator DOMENICI. Aye. 

The Clerk. Nineteen ayes, Mr. Chairman. 

The Chairman. The vote is unanimous in favor. Next, we will 
vote on S. 216, the World University Games Commemorative Coin 
Act of 1993. 

The Clerk will call the roll. 

The Clerk. Mr Chairman. 

The Chairman. Aye. 

The Clerk, Mr Sarbanes. 

Senator Sarbanes. Aye. 

The Clerk. Mr. Dodd. 

Senator Dodd. Aye. 

The Clerk. Mr. Sasser. 

Senator Sasser. (Aye, by proi^). 

The CLERK.Shelby. 

Senator Shelby. (Aye, by proxy). 

The Clerk. Mr. Kerry, 

Senator Kerry. (Aye, by pro^). 

The Clerk. Mr Biyan. 

Senator Bryan. Aye. 

The Clerk. Mrs. Boxer. 

Senator Boxer. Aye. 

The Clerk. Mr Campbell. 

Senator Campbell. Aye. 

The Clerk. Ms. Moseley-Braun. 

Senator Moseley-Braun. Aye. 

The Clerk. Mrs. Murray. 

Senator Murray. (Aye, oy proxy). 

The Clerk. Mr. D'Amato. 

Senator D'Amato. Aye. 

The Clerk. Mr Gramm. 

Senator Gramm, (Aye, by proxy). 

The Clerk. Mr Bond. 

Senator BOND. Aye. 

The Clerk, Mr. Mack. 

Senator Mack. (Aye, by proxy). 

The Clerk. Mr. Faircloth. 

Senator Faircloth. Aye. 

The Clerk. Mr. Bennett. 

Senator Benkett. Aye. 

The Clerk, Mr. Roth. 

Senator Roth. (M-e, by proxy). 

The Clerk. Mr, Domenici. 

Senator Domenici. Aye. 

The CuRK. Nineteen ayea, Mr. Chairman. 
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The Chairhan. The vote is unanimous in &vor. Next, we will 
vote on S. 50, the JefTerson Commemorative Coin Act of 1993. 

The Clerk will call the roll. 

The Clerk, Mr Chairman. 

The Chairman. Aye. 

The Clerk. Mr Sarbanes. 

Senator Sarbanes. Ave. 

The Clerk. Mr. Dodd. 

Senator DODD. Aye. 

The Clerk. Mr. Sasser. 

Senator Sasser. (Aye, by proxy). 

The Clerk. Mr Shelby. 

Senator SHELBY. (Aye, by proxy). 

The Clerk. Mr Kerry. 

Senator Kerry (Aye, by proxy). 

The Clerk. Mr Bryan. 

Senator Bryan ^e. 

The Cl^RK. Mrs. Boxer. 

Senator Boxer. Aye. 

The Clerk. Mr. Campbell. 

Senator Campbell. Aye. 

The Cljerk. Ms. Moseley-Braun. 

Senator Moseley-Braun. Aye. 

The Clerk. Mrs. Murray. 

Senator Murray. (Aye, by proxy). 

The Clerk. Mr. D'Amato. 

Senator D'Amato. Aye. 

The (^lerk. Mr Gramm. 

Senator Gramm. (Aye, by proxy). 

The Clerk. Mr Bond. 

Senator Bond. Aye. 

The Clerk. Mr. Mack. 

Senator Mack. (Aye, by proxy). 

The Clerk. Mr. Faircloth. 

Senator Faircloth. Aye. 

The Clerk. Mr Bennett. 

Senator BENNETT. No. 

The Clerk. Mr Both. 

Senator ROTH. (Aye, by proxy). 

The Clerk. Mr. Domenici. 

Senator DOMENICI. Aye. 

The Clerk. Eighteen ayes, one no, Mr. Chairman. 

The Chairman. Next, we will vote on S. 183, A Congressional 
Gold Medal to Richard "Red" Skelton. 

The Clerk will call the role. 

The Clerk. Mr Chairman. 

The Chairman. Aye. 

The CLERK. Mr Sarbanes. 

Senator Sarbanes. Aye. 

The Clerk. Mr. Dodd. 

Senator DoDD, Aye. 

The Clerk. Mr, Sasser. 

Senator Sasser. (Aye, by proxy). 

The Cl£RK. Mr. Shelby. 



)vGoo<^lc 



42 

Senator Shelby. (Aye, by proxy). 
The Ci£RK. Mr Kerry. 
Senator Kerry (Aye, by proxy). 
The Clerk. Mr Bryan. 
Senator BRYAN Aye. 
The Clerk. Mrs. Boxer. 
Senator Boxer. Aye. 
The Cl£RK. Mr. cTampbell. 
Senator Campbell. Aye. 
The Clerk. Ms. Moseley-Braun. 
Senator Moseley-Braun. Aye. 
The Clerk. Mrs. Murray. 
Senator MURRAY. (Aye, by proxy). 
The Clerk. Mr. D'Amato. 
Senator D'Amato. Aye. 
The Clerk. Mr Gramm. 
Senator Gramm. (Aye, by proxy). 
The Clerk. Mr Bond. 
Senator Bond. Aye. 
The Clerk. Mr. Mack. 
Senator Mack. (Aye, by proxy). 
The Clerk. Mr. Faircloth. 
Senator Faircloth. Aye. 
The Clerk. Mr. Bennett. 
Senator Bennett. No. 
The Clerk. Mr Roth. 
Senator Roth, (^e, by proxy). 
The Clerk. Mr. Domenici. 
Senator Domenici. Aye. 

The Clerk. Eighteen ayes, one no, Mr. Chairman. 
The Chairman. The vote is unanimous in favor 
Let me thank all of you. The hearing is adjourned. 
[Whereupon, at 12 noon, the hearing was adjourned.] 
[Prepared statements, response to written questions, and addi- 
tional material supplied for tne record follow:] 
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STATEMENT OF SENATOR ALFONSE M. D-AMATO 

Mr. Chairman, I would like to commend you on calling this hearing to o 
S. 783, the "Consumer Reporting Reform Act of 1993,* a bill that would amend the 
Fair Credit Reporting Act ("PCRA"]. I would also like to note the hard work that 
my colleagues on thia Committee, Senators Bond and Bryan, have put into this bill. 
This hearing provides this Committee with the opportunity to revisit FCRA, and 
consider the need to update this law and expand its coverage. 

As we all know, FCRA regulates the consumer credit reporting system, and the 
credit bureaus that ooUect and disseminate the information that drive this process. 
Credit bureaus play an important role in making credit available to ordinaiy Amer- 
ican consumers. By acting as impartial sources of credit inTormation, credit bureaus 
allow lenders, insurers and retailers to make informed decisiona both quickly and 
inexpensively. The information that credit bureaus provide allows consumers to ob- 
tain financial services based on an objective determinations of their creditworthi- 
□eas. Many consumers mi^t not otherwise qualify for credit and other financial 
services at afibrdable prices. 

At a time when we are experiencing a 'credit crunch," Congress must be careliil 
not to do anything to hamper the availability of consumer credit. Credit, be it for 
commercial or consumer purposes, facilitates economic growth. To the extent that 
access to accurate consumer credit information is impeded, our economic recovery 
will be sbwed. 

At the same time, credit bureaus can onlyplay a useful rule in this process if they 
maintain the highest accuracy standards. Iney owe it to the consumers on whom 
thqr report to maintain the strictest and highest standards practicable. OUierwiae 
crualificd consumers should not be denied credit, insurance or other services due to 
tne inaccurate reporting of their credit histories. 

Unfortunately, inaci:uracies have occurred with alarming fret^ency in the past. 
We are all familiar with the horror stories — entire towns suffenng potential credit 
damage because someone reviewing property tax records could not distinguish be- 
tween a tax lien and a tax payment. Incidents like this demonstrate the extent for 
potential iiyuiy and inconvenience to consumers. Credit bureaus must correct inac- 
curacies that come to their attention quickly and permanently. Investigations must 
be both thorough and prompt, and once corrected, mistakes should not reappear. 
Likewise, institutions that report information to credit bureaus must have systems 
and procedures in place for minimizing repori«d inaccuracies, and investigating in- 
formation that is disputed by consumers. 

Credit bureaus must operate in a manner that orotects consumers' privacy inter- 
ests. A careful balance must be struck between the need for information, and the 
consumer's interest in not having his or her credit history disclosed to parties who 
do not have a permissible purposes for using that information. This balance is no 
simple equation; some of the uses of credit file information that are most disputed 
on privacy grounds, such as for direct marketing, may also offer consumers greater 
dioices at ctieaper prices. Today's hearing will provide the Committee with an op- 
portuni^ to evaluate the success of current law in achieving thia balance and the 
need for the reforms contained in ?. 783. 

I would tike to thank all the witnesses for appearing today to present their views 
on this bill, 1 look forward to their testimony. I would also like to take l^is oppor- 
tuni^ to welcome Robert Hunter, who is an executive Vice President with C^ase 
Manhattan Bank in my home State of New Yoik. Hopefully, the testimony of these 
assist this Committee in its consideration of this bill, and the need 



TOEPARED STATEMENT OP THE FEDERAL TRADE COMMISSION 
May 27, 1993 
Mr. Chairman and Members of the Committee, my name is David Medine, and 
I am Associate Director for Credit Practices of the Federal Trade Commission's Bu- 
reau of Consumer Protection. We are pleased to have this opportunity to present 
the Commission's views on possible remedies for the problems tnat consumers expe- 
rience in their dealings with the consumer reporting industry and to comment spe- 
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cifieally on S.7S3, the Conaumer Reporting Rerorm Act of 1993, which unenda th« 
Fair Credit Reporting Act (FCRA).* 

Tht principle underlying the PCRA when it waa (Int enacted in 1970 wu to en- 
mre that this country's consumer reporting ^ystem would function fairly, accurately, 
and ^dently, without unwarrantea intruBion into oonsumera' privacy. That prin- 
ciple ia even more important today because technology and computen can provide 
instant access to vast amounts of credit-related information on conBumers. 

nte diallen^ today is two-fold: to ensure that our laws are adequate to protect 
consumers' pnvaqr in the face of an ever-escalating technological revohition, sod to 



ensure that the increaaing amount of rinaDCial inlormation compiled on o. . 

is accorateb^ reported. The current capabilities of the consumer reporting industry's 
information gautering and retrieval ayHtems vastly exceed those available twen^ 
years a^. 

Credit bureau file information can reveal much of a personal nature about con- 
sumers and thus it is important that the Act's privacy protections not be eroded. 
Such information may include the payntent histoiy of many, if not all, of the can- 
sumei's credit accounts, how close the consumer is to his or her credit limit, bow 
much credit is still available on lines of credit, and how much the consumer buy* 
on credit eadi month. It identiftes the creditors with whom the consumer does buai- 
nets and thus shows types and amounts of spending. It also shows any collection 
activi^, liens, judgments, and other litigation in which the consumer tiaa been in* 
volved, and siimlar matters of public record. The FCRA permits access to >udi infor- 
mation onlv for certain speciTied purposes, but debate over prescreening, target mar- 
keting, ana third-party access to consumer reports for impermissible purposes indi- 
cates that some disagreement remains regarding the appropriate use of information 
in consumer credit reporting data bases. 

llie importance to consumers and creditors of accurately reported credit history 
information can hardly be underestimated. Creditors view credit history as a key 
indicator of credit risk, and bo it is important to consumers who pay their debts in 
a timely fashion that their reports accurately reflect their good payment histories. 
It is equally important to creditors that the decision to accept or decline a credit 
application be made on the basis of accurate information. Only one or two itema of 
adverse information can transform what would otherwise be an acceptable report 
into one that is unacceptable. Thus, a hi^ level of accuracy in consumer reporting 
is important if the qrstem is to function fairly and usefully. 

There has been widespread public concern about the level of inaccurate informa- 
tion that appears in consumer reports. Inaccuracies in a consumer's report generally 
occur in one of two ways. One way is if the creditor reports the consumer's payment 
history iofonnation inaccurately to the credit bureau. Another way that inaccuracies 
occur is if the creditor reports the information accurately, but the credit bureau in- 
cludes that information in a report on a consumer to whom it does not relate, pn>- 
dudng a "mixed file' that does not accurately reflect that consumer's credit history.* 
At preeent, creditors who furnish information to credit bureaus are not required to 
meet any standard with regard to the accuracy of the information that thev furnish, 
so that consumers have no recourse under the FCRA if the creditor is the source 
of inaccurate information and refuses to correct it. Requiring creditors and Others 
who fiimish information to credit bureaus to meet accuracy standards would cer- 
tainly inqirove the overall accuracy of the consumer reporting system. 

At the seme time, this would not resolve alt problems. Credit bureaus do not al- 
ways use effective methods for ensuring that inaccuracies, once corrected, are per- 
manently deleted from a consumer's report. Moreover, mixed file errors causea b^ 
credit bureaus also account for a substantial percentage of inaccuracies.' In addi- 



' While the viam expteHed in thii lUlement n>pre«ent the views «f the Commission, my snl 
pnaenlation and tespinMS lo quaslions are my own and do nM necaaarily reOact the views 
of the Conumssion ar any individual Cnmmiasioner. 
'Consiunen with common names ar Tamily fnemben with similar nanvn and a shned ad- 
v particularly likely to And rnixad tile inrcrmalion in Ihar ivpor^. 
n enacting the FCRA, Congress set a standard Tor consumer report 



'When enacting the FCRA, Congress set a standard Tor consumer reporting agencjea with re- 
spect to accvracy. It msndalcd that consumer leportine sgendes maintain leaaonafahi nraen- 
ditrea le aasme the maximuni poaaible accuracy at the inrcrmation they i 
inacciiraci^ woold nccaaianally occur, however, Congrma alao piwided 
tant sdf-hdp remedies so thst they could challenge errors and obtain 

'The FCRA gives consumers the right lo learn when their reports have contriliuted to m 
vena credit, ■mploymenl or insurance decinon, the ridlit to rvviaw their reports, the rig 
dispute any incooifAele or inaccurate informalion their reports might contain, and tha rig 
sue consumar reporting agencies for violation oT their rights. Because FCRA ri^la ^ui be i 
tively used by consumer* only if consumers understand them, Conunisaion stall spends com 
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tion. conmimen who diapuU inrormation in their report* ofUn comcJain that etedit 
bvreBus fail to addnas tneir concenu enieditioualy and efTectively. llie Commiaaioii 
beUevM that the connuner repoiting ioauatry can impnive on its paat performance, 
and that the role of consumers in this process cannot be ignored^ Consumers who 
review inlbnnaUan in their fllea for accuracy provide a neceMarv dieck on the m- 
tern. It is Iberefbre important iJiat consumers oe better infomteo about their ri^ta 
under the AcL so that they can exerdse them effectively. 

^le Federal Trade Commission is conoemed about privaty and accuracy, llie dia- 
•endnatfam of inaccurate information serves no useful purpose and can be harmfbl. 
Credit bureaus are required to follow reasonable proceaures to assure the nuuamnm 
poaaible accuracy of the information they report on consumers.* It is difTicult to de- 
iennine whether credit bureaus are meeting this standard unless they regularW aa- 
aesa tiie level of accuracy they actually adiieve and revisit their procedures to deter- 
mine whether greater accuracy is possible. The Commission would encourage them 
to do this on a regular basis. 

Over the poat several years, the Commission has been very active in enfcovement 
of the exiatinB PCRA. One significant action in 1991 involved TRW Inc., a company 
whid) maintams information on approximately 170 million consumers and is one of 
three m^Jor consumer reporting agencies operating nationvride. In this enforcement 
action, the Commiamon worked closely with a CRVup of 19 State Attorneys General 
in entering into puallel Federal and State TRW consent orders, resolving the sepa- 
ral« Federal and State actions voluntarily. The Commission's consent order focused 
primarily on issues of privacy and accuracy .° 

Because, in the case of TRW, so many of the inaccuraeicB in consumera' reports 
alleeedly stemmed from mixed file errors, the Commission's consent order requires 
TRW to seek more complete identifying information about consumers from creditors 
and to mDdif;^ ita computer software s;|rstem so that consumer reports will be based 
on more detailed matching of information. These proviHions should help ensure that 
information in a given consumer's file relates to that consumer and not someone 
else. By revising its computer programs and systematically monitoring the accuracy 
of its consumer reports, which the consent order also requires, the Commission an- 
ticipates that TRW will significantly improve the accuracy of the consumer reports 
it prepares. 

Titia Commiaaion'H complaint also charged TRW with failing to reinvestigate dis- 
puted information within a reasonable period of time and failing to delete inaccurate 
or unverified information from consumer reports oremptly. Ine consent order re- 
quire* TRW to reinvestigate consumer diaputes within thirty days, to convey to the 
creditor the nature of the consumer's dispute so that the creditor understands what 
is at issue, and to delete any information that ia not confirmed within the thirty- 
day period. Under the consent order, information Ihat is confirmed to be accurate 
after thirty days have elapsed may be reported, but only if the consumer is notified 
first. 

llie Commission believes that these and other provisions of the TRW consent 
order will do much to improve the accuracy of TRWs roporta. However, the Commis- 
sion's enforcement efforts are subject to the limits of a law that was enacted twen^ 
years ago. Althou^ that law provides a framewoik for enforcement action, aa evi- 
denced by the TRW consent order, there is no question that the law could be more 
elTective than it is at present. 

An updated law could strengthen enforcement capabilities and also, by clarifying 
the responsibilities of the consumer reporting industry, rost«r improvements in 
~ reporting that could reduce the need for formal enforcement action. De- 



spite the entry of uie TRW agreement, and similar State agreements with EquiCax 
and Trans Union, there is atiJl a need to amend the FCRA. The Commission's en- 



forcement powers should be enhanced and some legal responaibllit^ placed o.. 

third partiea who report information to consumer reporting agencies to ensure the 
accuracy of the information reported. In addition, many smaller consumer reporting 
agenciea in dus countiy are not subject to anv governmental ordera and are, thus, 
regulated aolely by the existing FCRA. Finally, changing tecfanobgy and busine** 
prectices have created a need to update this statute. 



aUa Uroe respondina l« questions Itdri consiunen Mout how bast to deal with anauinsr r^orta 
and consamer repcrung agendea. Despite oar best elTorta, however, it appeaTB Ihst the eniting 
low may not adaqoalwr noteet cenmmen in lonie raipecU. In addition, the Commiuion'i re- 
cent ease* under the TORA sogsest that consumer reporting agencies have (kiled to nwasore 



or the standaidi that (he FCRA n , 

Section 607(b) oil the FCRA ilalsa: Whenever a consumer reporting agency ,.., 

~ report it shall lUlow reasonable procedural to aiaure maidmum poanble aecuraqr oT 
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Tbo CominiwiDn haa also engaged m FCRA eofarcement actions egainat large em- 
ployers who have allegedly denied employment to Job applicanta bawd, in part, on 
consumer reports but who failed to diAcloae that fact to the applicant, as required 
by SecUon 616(a) of the F*CRA, along with the name and address of the consumer 
reporting agency that supplied the report. The Commiuion has entered Into final 
ureements resolving allegationa of FCRA violations with Electronic Data Systems 
Corporation, Inc.," Keystone Carbon Company,'' the Kobscker Company," Macy'a 
Northeast, Inc. of New York and several ol^ Mac/s retail subsidiaries,' and McDon- 
nell Douglas Corporation.'" The final orders require compliance writh the disclosure 
provisions in the future and provide for notification U> recent job applicants who did 
not receive the required disclosures. Two weeks ago, the Commission accepted for 
public comment a consent agreement with Marshall Field & Company to resolve 
aimitar allegations." 

The Commission previously has supported legislative proposals to strengthen the 
FCRA so that it will better protect the accuracy and privacy of information roported 
by consumer reporting agencies." The Commission continues to believe Uiat l<^ida- 
tion to amend tne FCRA is warranted, and we commend you for your efforts in this 
rogard. Let us turn now to S. 783. 

lite proposed bill includes many provisions tiiat would strengthen the FCRA sig- 
nilicantly and that the Commission would be pleased to see enacted. It would hup 
make consumer reporting more accurate fay making creditors responsible for the ac- 
curacy of the information they report to consumer reporting agencies and also by 
strengthening consumers' rights to diainite inaccurate information in their reports. 
S. 783 would nelp protect consumers' privacy by requiring consumer reporting agen- 
cies to make available to consumers reconia of those who have obtained consumer 
report information on them, including their purposes for doing so. It would also per- 
mit consumers to sue those who obtam report information unlawfully. It would give 
the Federal Trade Commission the power to enforce FCRA violations tbrou^ the 
imposition of civil penalties. It would also bring credit repair organizidions under 
the law, which the Commission has long advocated. Although the Commission has 
not calculated the costs associated with each of these changes, we believe that these 
provisions will provide significant benefits to consumers. Each of these propoaed 
changes is addressed in more detail below. 

The Commission continues to recommend that it be given dvil penal^ enforce- 
ment authority to enforoe compliance with the Act. The Commission behevea that 
effective enforcement of Uie privacv, accuracy, and other provisions of the FCRA 
would be significantly enhanced if the Commission were able to do more than order 
a violator to comply with the law throu^ a cease and desist order of prospective 
effect only." In addition, as discussed in more detail later in this testimony, the 
Commission has supported provisions that would impose a standard of care on those 
who furnish information to consumer reporting agencies, which could be enforced by 
consumers in private civil actions as well as by the CommisBion in an administra- 
tive enforcement proceeding. The Commission has also suggested amending the law 



•Docket No. 0-3342 (consent mder. final Aug. 21, 19S1). 
'Docket No. 0-3360 (consent order, final Jan. 3, 1992). 
•Docket Na C-3369 (consent imler, finsl Jan. 3, 1992). 
■Docket No. (^3362 (consent order, final Jan. 3, 1992). 
"DocketNo. C-3361 (consent order, nnalJsn. 3, 19921. 
'> File No. 912 3100 (consent agreement, I^y 13 1( 
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''On September 13, 19B9, the Commission testified on possible reform of the exiibng law at 
an ovenignt hearing beM by the SobcommitUe on Consumer Aflaira and Coinage of the Hoon 
"--"-'nc, Finance and Uibiin AflaiTS Committee. On June 12, 1990, the Conuniision tealiBed 
^ ime Hooae Subcommiltee on several bills to amend the FCRA— K.R. «il3. intio- 
ip r o s o nlaUve Richard Lehman, H.R 4122, introduced by HauiusiintativB Chinlei 
d H.R. 3740, inlroduced by Representative Matthew Rinaido. On June 6, 1991, the 
Coaimissiaa lestiRed anio on these bills, which had been reintroduced without iigniBcaot 
ctaanee as HJl. 194, H.R. 421, and H.R. 67<i, respectively. On October 22, 1991, the CommiBsion 
testltled on FCRA reform before the Subcommittee on Consumer and R^ulatisy ATfain of the 
Senate CoDimiUee on Banking, Housing, and Urban Affairs, and again on October 24, 1991, be- 
fbre the Hoose Snbcommittee on Consumer MTaira and Coinage. On November 18, 1991, the 
CommiBaion submitted comments on H.R. 3596, a bill intinduccdW Representative Torres. Most 
recently, on Januaiy 9 and 10, 1992, the Commission tesnried at lield hearing of the Consunur 



of the Senate Committee on Commerce, Science and Transportation in I^s Vefsaa 

and Reno, Nevada respectively, concerning FCRA reform and, spedfically, S. 1BG3, introduced 
by SenalOT Richard Bryan, 

" Providing (he CommiHsion the authority to enforce violations of the FCRA b;^ imposing civil 
penalties would make those enforcement poWL-rs consialent mrith the Commiasion'H Basting 
power to enfbne two other consumer credit protection statutes, the Elqual Credit Opportunihr 
Act, 16 U.S.C. i 1691. and the Fair Di^t CoUection Practices Act, 15 U.S.C. ( 1601, both of which 
provide lor civil penalty enforcement authority. 
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Rod the Commission have author!^ to bring an enforce- 
'mpemuBsibly accesses a conaumer's report. The Com- 

...jrdng the FCRA and believea that expanded enToice- 

nwnt authority will enhance its enectivenesa in doing >o. Because the atatute waa 

deigned to be '— ' " --'■—' — ■' ■-'-- -' '- •—' ' — • 

tiona to enibroe 
L PRIVACY 



llw prescreening issue, whidi has stimulated considerable debate among 
consumer ^nnips, cieditara, and the credit reporting industry, ia an issue that in- 
volves aignificant privacy considerations. At present, a person may obtain a credit 
report on a consuroer only if that person has a permisBiblc purpose as defined in 
Section 604 of the FCRA. Where creditors are concerned, a credit bureau may pro- 
vide a Gooaumer report if it has reason to believe that the creditor intends Co nae 
the information in connection with a credit transaction involving an extensioa of 
credit to die consumer on whom the information is to be furnished?** 

In 1973, the Federal Trade Commission expressed the view that a practice known 
u preacTMiiine, ill which a creditor asks a credit bureau to provide names of people 
vAm meet spe^Bed credit-granting criteria, was permissible under Section 604 if the 
creditor auoaequent^ offered credit to all of the people whose names appeared on 
the prescreeDed list.*' The Comnussion rea^niied that a preacreened list con- 
stitutes a series of consumer reports end, as such, may not be released by a credit 
bureau absent a perraiasible purpose. The CommiBsion determined, however, that 
even thou^ the consumers whose names were on the list had not themselves 
•ouj^t an extension of credit from the creditor, the creditor created a credit-related 
connection with thoae consumers that could be deemed adequate to permit 
prescreenins because the creditar had agreed in advance to extend credit to theae 
consumers, llie Commission also expressed the view that the benefit of the ofTer of 
creditjnstifled what it perceived to be a modest invasion of the conauoter's jnivsinr. 
Th* Conunission's Commentaiy on the FCRA, which represents the Commissions 
view of what the law requires, was published in the Federal Register in May 1990.^ 
Basically, it aflinns the Commission's 1973 prescreening interpretation.*'' 

In two recent actions, the Commisaion has soueht to ensure that users of 
prascrwned liata make the requisite firm offer of credit. La the Commiasion'B 1991 
TOW Gonaent agreement, TSW agreed to indude in all of its prescreening contracts 
a fe«iu[reiDent that the purchaaer make a fvm ofTer of credit to eadi consumer on 
the Ust. TRW alao committed itself to enforcing those contracta. In a recent^ inatl- 
ttited administrative action, the Commiasbn has charged Trana Union with faJhire 
to comply with the FCRA's requirements as they relate to selling of prescreeiwd 
list>.iniiBt matter is now in litigation. 

Bills introducml in past sesuons of Congresa have taken different approadtes to 
preaa«ening. One approach has been to [vc^ibit prescreening altogether" by per- 
mitting cremt reports to be obtained only m a consumer-initiated transaction. S. 783 
similariy makes it clear that the existing permiasible purposea under the present 
statute are limited to cooaumer-initiated tranaactions. thus barring preacreening 
pursuant to those provisions. S.783, however, also adcis a new aection that would 



"38 Fad. Reg. 404E (Fab. 23, 1S73) (pubKcation of six flnal inlerpntalioni under FCRA). 

'Stalenant oT GenoBl Pohcy or lolerpretatiDn; CnnunenUiy on the Fair Credit Bepcalj^ 
Ad, 16 C.F.R. Fait 600 (1991) (hereinafler "FCRA Cominenlaiy*). The Commentaiy rBprannta 
tlw Coniinisiiaa'a interpratation of what the FCRA currently rwuirea and may be tvKed on in 
Judicial dadaions. It is published in an aOort to make the Ctmnuulm's views and enlbrcement 
poaitian mare raadily accaaaible to coruomen. 

" Industiy menilien have (oggMted that (^unmentaty language Inditating that a *lhm* «Ar 
afcTBdit most be made to thaae on the prascnened list is a new and mara exacting raqninDiant. 
The CammiaaioD brtievea that the Commantaiy accuratidy exprcaaoa the eaitta' intapretaUao. 
Althonrii the eailler inlanretaUon did not u«e the word ilrm," the tkct that the creditar 
planneil to oMr credit to all thoae on a preacreened liat was the fact that enabled the Coaimla- 
aiaa to condeda that pnacneningwHS permiHible iinds- Section S04. 

"Itana Unioa Conoation, FTC Docket No. 0266 (adininiitrative complaint, Isanad Jannaiy 
IS, 1993% 

■*11iia appnadi is taken, for example, In HJL 421, introduced by Repraaantative Charles 
Sdrnmer, and in HJL 670, introdooed by Representative Matthew Rinaldo, which wen in part 
tbeaelvertof theCommiasian^ Junee, 1991 testimany. 



JyGOO'^IC 



48 

posal, it would be permUsible to preBcreen a conBumer's credit file if the coomuner 
ooea not opt out of the prescreen pool after receiving published notice that he or 
■he may do w. 

llie Commiuion believes that credit prescreening can serve a uaelbl purpose. On 
balance, limiting prescreening seems preferable to prohibiting it altogether, provided 
that appropriate safeguards are incorporated to protect conaumers' grivmey. Tbe 
firm oiler of credit upon which, in the Commission s view, the pennianbili^ of thfi 
practice has hinged seems to impose natural bmits on the extent to whidi 
pnscreening is used. This certainly is not the only way to place appropriate limita 
on prescreening, however, and an approach that permits prescreemn^ but also pro- 
vldM coiuuiner* with a genuine opportunity to refuse to partidpate in the 



pieacreeDing process has much to recommend it. It would ^ve industry the latttode 
It aeeks except when consumers object. In the Commission's view, if consumers 



choose not to make information from their personal credit files available Ibr 
prescreening purposes, their wishes should be respected. 

We have been told mat some members of the consumer reporting industry volun- 
tarily respect a consumer's choice to opt out of the prescreenmg process if a 
consumer contacts them about it. Veiy few conaumcrs do so, however, because very 
few oonmimeTB understand what prescreening entails or even that it occurs. Becanae 
conaumen are not equipped to make an informed dioice independently, it is impor- 
tant that the consumer notification of any 'opt-out option" be extremely clear about 
both the prescreening process and its imolications for con " 

not UDderatand the option, the option will be meaningless. 
Target Marketing 

List seUers and those who sell consumer gooda and services arc always eager to 
obtain personal information about consumers' finances and lifestyles for maiveting 
purposes. When they obtain such information fnun sources other than consumer re- 
peating agencies, the FCRA is inapplicable. When cr«dit bureaus supply sui^ infor- 
mation on consumers from their consumer reporting data bases, however, the pri- 
vacy^nrtecttoas of Section 604 come into play because the ComnUssion views sodi 
lists as a series of consumer reporta.^ 

Ihe Commission recently took two migor actions dealing with the practice of tar* 
get marketing 1^ consumer reporting agenciea. Firat, on January 12, 1993, the Com- 

' ' n issued an administrative complaint against Trans Union, challenging its al- 



I the pi 
January 3, 1994. In the second action, TRW, in a modification of the 1991 

order approved by the Federal district court in the Northern District of Texas 

Januaiy 14, 1993, agreed to abandon use of all credit-related information from its 
conaumer reporting database in creating tar^t mariccting lists. Under the consent 
order, TRW would only be permitted to use identifying information from its Glea in 
creating such lists." 

Unlike the TRW consent agreemenfa prohibition on use of credit information, 
S.T83 would permit credit bureaus to use certain types of credit information Tnm 
their files in oevelopin^ target mariceting lists. While it prohibits disclosure of credit 
piqrment history, credit limits, credit balances or any negative information, S.783 
would allow credit bureaus to disclose about any consumer, without the coasomer's 
consent, the existence, number and type of credit cards held by that conaumer (e.g.. 



"AD oTIbe pcnniMible puTpoaes for abtaining a consumer report Bnunwiatod in Sectiaa 6M 
niate la tranioctioiM that Ute conaDmer iniliates by. Tor example, applying fir credit, employ- 
B BDVemment benefit, or check euhing privilegoa or ■ leaie. TlM cmsontsn 



flies cofutit 



lo enter into a tnnaaclion with the person who receives the appljcatian pnrrideB that pv- 

. _— ..... r — !^ ._ r .._ .. . ._ lumor'B credit 1" '* " — *' 

t penon wis' 
diicuned i 



■ legitimate reaaon (br inquiring into the consumer's ci 
"~ '' B consumet^ report simply In "— ' ■ 



s coiutituteB B leries of conBumer reports and, as such, ii subject to the privacy pnilections 
of Section 604. 
~ " " e in which the C 



o CDnsomer repoTla in connection with b baniaction IhaL luw not been inittatod by the 
' ler Section S04(A), where it Buthoriied crediton ta obtain piescreened Nsla oT 



cooenmsi*, but onljr with the understanding that thoee consumera would be giveo credit sl _ 
nindt. The ConimiBsion hai never inleipretod Ihe Act to permit the diBeendnatlon of 
ptes<resntJ teporti in any other conlext. 

** Under the order, only the Totlowing "identifying inrormalian* from TRWg contumer rapart- 
Ing database could bB uwd to civate tai«et marketing tills: name, (dephone Dumber, motlNr^ 
~ ~ 1, lip code, year of birth, age, any generalional designation, Bodal security 
iTly similar idcntiHcTB, cr any combmalion thcreoC 
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Jmw Doe has 3 credit cards, including a gold American Expreas card, a baok-iaaued 
Vfaa CMd and a Neiman Maicus cara), the exietence and nolder of mortgagea and 
antonud>f]e loana, oa well aa employment and non-negative medical inlormation. 
While thia information may be of considerabte interest to maiketerv, Congreas may 
want to coarider whether allowing this type of information about conaumera to be 
uaed in oeating target marketing lists would constitute an unwarraDtad invasioii 
of conaumera' priva^.^ Under the FCRA, consumers may conaent to allowing ac- 
ceas to their credit reports by third parties. Congress may wish to consider mecha- 
nisnos by whidi ainsumers may voluntarily choose to be subject to broader use of 
thdr oedit fllea for target marketing purposes, so long as this is done in 
that {R-oteets conaumera privacy. 
Impermiaaible Aeeeaa Through InlemediaHea 

A different kind of nrivac^ invaaion occurs when persons obtain full cod 
ports for impermiauble purposes. For example, detective agenciea sometimea have 
permiaaible purpoaes unoer the current Act lor obtaining consumer reports, but niu- 
tine investigative worii would not provide a lawful basis for obtaining a conanmer 
report. A detective agency would have a permissible purpoae for obtaining a 
consumer report if, for example, it were acting as an agent of a creditor who was 
attem^ng to locate and collect on an overdue credit account or on a debt that had 
bean reduced to judgment. However, except under these ciKumstanDes, obtaining a 
consumer icport to investigate the assets liabilities, and spending habits of an op- 
ponent in litigation would not be permissible. 

It amieara that buainesaes with impermissible purposes for obtaining reports 
sometimes obtain them through intermediaries whose standards for supplymg re- 
port* are not alw^ consistent with what the law requires. On April 14, 1993, the 
Conuniasion flnalized consent agreements with three information brokers or 
rNellers.** The agreements address the procedures these consumer reporting agen- 
dea must IbUow when pmvidiog reports to mixed-use users, such as {irivate detec- 
tive agencies and attorneys. These agreements also contain fendng-in proviaiona 
whid) will provide added protection lor consumers based on these coropaniea' al- 
loged past violations. Under the orders, the companies must, among other things, 
obtain written certiGcations from prospective subscribers about their intended use 
of the information, independently verily the subscriber's identity, and conduct peri- 
odic audita to determine whether the reports are being used for permissible pur- 
poaea. In addition, on May 4, 1993, the Commission issued an administrative cam- 
plaint against another reseller, WDIA, alleging FCRA violations." 



Privacy protectionB muat be enhanced whenever any consumer reporting agenor 
aella reports to mixed-uae usera, becauae of the increaaed poasibility that the mixea- 



of consumer roporta, reqjuiring them to disclose the identity at the ultimate end-user 
and that uaet'a permiaaible puipose to the consumer reporting agennr that provides 
them with the report. In addition, S.783 would clarify that the FCRA requires 
resellers of consumer reports to establish procedures to ensure compliance with Sec- 
tion 604 permiasiblB purposes, and to make reasonable efforta before aelling the re- 
port to verify their customers' identiiicationa and certifications of use. These steps 
will go a long way toward making sure that credit reports only get into the haoda 
of those whohave a legitimato ri^t to see them. 
Obtaming Reports Without Permissible Purposes 

The Commission has recommended previously tiiat Section 619 of the FCRA, 
whidi makea it a criminal law violation for any person to use false pretonsea to ob- 
tain a consumer report, be extended so that obtaining a consumer's report for imper- 
ouMibfe purposes or under false pretenses will constitute a dvil law violation. At 
present the FCRA makes using false pretenses to obtain a consumer report a crimi- 
nal law vlolatioa. Only the Department of Justice is authorized to bnng such ac- 
titnu: the Commission cannot address such conduct under the Act because it has 
no criminal enforcement authority.'" 



■•IJLS.C., Inc., Docket No. (>342a: CDB Inlbtek, Docket No. C>3U3: Inlar-Faet, lac, Doekat 
No.C-^«4. 

•*W.DiA, PTC Ducket No. 926S (adniiniitntive complaint, issued May 6, 1993). 

**Tiie cmnts have held that consumeis nuy bring such civil actioni on their own beltaUp when 
tbcir reporta have been obtained impennlnbly. Set, tj., YoIm u. Citj ofAltxandria Smploytti 
CndU Uiuon, Inc., 827 F.2d 967 (4th Cir. 19B7}; Ztanam u. Vidity Fedtrat Saains* * Loan, 81 1 
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An anomaly in the existing law is that although it is illegal for conaumer report- 
ing ageodea to pravide a consumer report to one who lacks a permimible purpose, 
It U not a violation for users of credit reports (uqIchb they use knowin^y false pre- 
ikhses) to obtain a report without a permissible purpose. The Commission believes 
that anyone who obtains a credit report impermissibly should be sulgect to a Com- 
mission enforcement action. It is appropriate that Uie burden ot preventing im- 
proper access be imposed on both consumer reporting agencies and useiv of 
conmroer reports. 8.783 would prohibit access to a conBumer report without a per- 
missible purpose. This provision will lill in a signiflcant gap in the Commisaion'a 
existing enforcement powers. 
Inertaaed Priva^ Proteetiona for Conaumera 

S.783 would help protect consumers' privacy by requiring consumer reporting 
agencies to include in the consumer's file records identifying the names of those who 
have obtained consumer report information on them ani^ upon request, their ad- 
' s and telephone numbers as well. Provisions requiring detailed identiflcation 



tained copies of their consumer reports actually had permissible purposes for doing 
•0. Hie CommiHion has supported similar provisions in legislation introduced {»«- 
viously that would ensure that consumer reporting agencies maintain records ena- 
bling consumers to identify persons who access their reports directly. However, Ute 
Commission has not evaluated the burdens associated with such a requirement. 
This provision could expose and deter impermissible access to consumer report infor- 
mation, but could impose administrative costs on consumer reporting agencies. 
n. ACCURACY 

Hw Commission previously has supported legislation that will promote greater 
accuracy in consumer reporting. Inaccuractea in consumer reports and the del^ and 
ftuatration consumers experience in obtaining corrected reports are the pnmaiy 
subjects of consumers' complaints to the Commission. Some legialaUve proposals to 
improve the accuracy of reports that the Commission has supported in prior t^di- 
mony ai« set forth below. 
Standardt for Fumuhtrm of Information 

One extremely important provision in any proposed reform of the PCRA is the im- 
position of a requirement that creditors and others who furnish information to 
consumer reporting agencies be held to a procedural standard of care similar to the 
on* the FCRA currently imposes on consumer reporting agencies themselves. S-783, 
rather than adopting a procedural standard of care in information reporting, would 
bar anyone from reporting information they knew or should have known was incom- 
plete or inaccurate. Those who report regularly would have to correct and up«late 
uUbrmation they determine to be not complete or accurate. While such a provision 
mi|^t result in some improvement in the overall accuracy of information a^dlable 
tbrou^ the consumer reporting aystem, it may not provide the same improvement 
that is likely to result from a clearly defined procedural standard. The piupoaed pro- 
vision alae would impose a siKnificant burden on the Commission's abui^ to Mtab- 
lish law violations, due to the difficulty of proving knowledge on a caae-by-caae 
basil, as opposed to assessing the overeul cCTicaiy of procedures that furnishers of 
information nave in olace. 

The expansion of uie PCRA's coverage makes particular sense because it Is credi- 
tors and other furnishers of information, not coosumer reporting ageneiea, tliat have 
direct access to the facts of a given credit transaction. Ordinarily, the oeditor is 
best situated to determine whether the information it reported was inaccurate or 
inoon^rteto and to ensure its correction, S.783'b provision requiring the creditor or 
other supplier of information to reinvestigate promptiv all diaputod information and 
report baa to the credit bureau is a positive step. The added requiroment that aQ 
relevant information be reviewed should help ensure that creditors do not reveri^ 
without engaging in some reasonable form of reinvestigation. At present, there is 
no real recourse if the creditor simply confirms the mismformation alter a cursory 
' t«investigatk>n. When this occurs, it frustrates the consumer and the undei^ng 
purposes of the conaumer reporting system as well — the dissemination of mlaln- 
(brmation benefits no one. The consumer's ability to correct flawed InformaUon is 
central to improving the system's accuracy, and a change in the law should give con- 

1 1214 (Olh Cir. 1978). No crindna] ae- 
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tumera conaiderBbly more clout than they currently have in correcting fal«e infor- 
mation in their Alea." 

Congress may want to consider, as it has done with ci 
ImposbiB the requirement that creditors and other ftirn 
reasonable prooedurea in place to assure the accuracy of information they rsport, 
rattier than limiting their obligations only to situations in which there is some 
knowledge of an error. Althou{^ most creditors maintain procedures that would 
meet sucn a standard, those who do not should not be allowed r^ulariy to provide 
flawed information to credit bureaus with impunity. 
Imprvued Diadoeure Requirements 

Section 616(a) of the PCRA requires that whenever credit, insurance, or employ- 
ment involving a consumer is denied because of inrormation in a consumer report, 
the user of the consumer report must so advisG the consumer against whom such 
adverse action is taken and supply the name and address of the consumer reporting 
agency that supplied the report. The principal permissible purposes foil obtaining 
a conaumer report under Section G04 of the Act are credit, employment, and insur- 
tmce purposes, but subsections 604(3) (d) and (e) permit a user to obtain reoorts for 
other purposes as well. The Commission has previoualy recommended that any 
amendment to the FCRA expand Section 616 so that it is coextensive with the per- 
miaaible pu r p oses defined in Section 604 of the Act. This would mean that any per- 
son permitted by law to obtain a report must notify the consumer when the report 
leads to a decision adverse to the consumer's interests. At present, because these 
sections are not fiiUy parallel, a landlord who turns down a prospective tenant based 
on adverse credit report infoimation is not required to provide the same PCRA dis- 
closures a creditor must provide when it denies credit based on that same informa- 
tion. The change that the Commission proposes would equalize the compliance bur- 
den on those who use credit bureau reports. It also provides the prospective ten- 
ant — and anyone else who is disadvantaged because of a consumer report — the same 
opportunity that the credit applicant has to leam when his or her credit history has 
played a key role in an adverse decision and to double dieck the accuracy of the 
credit report at issue. S.783 accomplishes this by creating a definition of adverse 
action which is coextensive with permissible purposes under Section 604. It then 
modiTies Section 616 to be triggered by such adverse actions. 

As a general matter, the Commission has supported disclosure requirements, such 
as Section 615 disclosures, particularly when duclosurcs are made in a way and at 
a time that enables consumers to understand and exercise their ri^ts. Consumers' 
ability to understand the content of their credit reports and the processes Uutnigfa 
which to dispute and correct inaccurate information is central to ensuring a report- 
ing system that operates with maximum possible acoira^. Thus, the Conunisrion 
supports the requirement in S. 783 that report users provide ivritt&t notification to 
consumeia when information in a consumer report leads to an adverse dedaim.*^ 
The Commission supports S.783's requirement that the report users tell consumers 
of lixir rights under the FCRA in coi\iunction with making Section 615 disclosures. 
Under existing law, a credit bureau that fumishcs a report that figures in the ded- 
■yni-timVing process must be identified by the report user, but consumers are never 
told that they have the tipit to a free report within a specified period after the ad- 
vene decision. Nor are they told of their dispute ri^ts under Section 611. These 
disclosures are extremely important. They enable consumers to obtain a credit re- 
port free of charge if they act promptly. They also enable o 
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"An onforceable, standard ol 
creditor-genermted errora. To so ^ 

consumer report* that are inaccurate because Die credit bureau indudei infbrmalion about oi 

eonmitter in ■ report isiued on another consumer. If credilora are encouraf ' '~ " 

« and detailed identifying inrormatioD about the coiwumen whose ai 



._ J up information lu 

ioGxinBlicin. When ItioM aasumption 

tioo ^MHit other people induded In Iheir reports. This ii 

" IS eredilMs, most assume responsibility. 

I would simply leeiilale what currently ia " 
__ ,..__jatnndertheFCRA,ore1 notilkBtion will _ . 

surss in writing, nooethelesi. to provide a combined adverse action notice that complies with 
both the FCRA and the Equal Credit Opportunity Act, which mtuirea written notification. Of 
course, beeause the ECOA only applies lo credit deciaioni, Ihia practice would not n o c e w a rily 
ba the case outaide of the credit conlatt 
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In their lUea, whidi benefUs them and ulUmat«jv producea a more reliable dwtabaae 
for the credit-granting industiy.^ Once again, S. 783 would accompllBh theae goala. 
The CommiMion auo aupporta the requirement in S.783 that atl inTiNinanoii in 
Umb consnmer'B Hie at the time of the requeat be diacloaed and that it be diadoaed 
in written ferm. Moat conaumer reporting agendes currently provide hard copiea oT 
credit rraorta to consumer*, which aubatsnUally aaaista conaumera in carefiilty re- 
viewing the infonnation they contain. Tlie requirement that all inrormation be dia- 
doaed would create a amall but Bigniflcant change in existing law. Section 609 of 
the Act presently require* credit bureaus upon request to disclose the nature and 
Bubatance of all information (except medical information] in their fUea te conaumera 
as well as the redpienta of anv report made for employment purpoaea during Uw 
previous two years and for ottier purpoaes during the previous six months. The 
'resent exemption for medical infonnBtion permits an insurer or, indeed, a cred" — 
) have acceas to the consumer's reported health history but doea not prant 
._.«_«. .».«_ 1-^ tdgj information. Consumer -~~— - '" =" *"- i-iv.— — ».— i- 



present I 



to ensuring its accuracy, and fairness U 
■ ' ■ -.then 



reported al»ut them. 

It baa been noted in orior hearings that some conaumer reports can 

r consumers to read aue to the many codes and abbreviations they 



jry ngh , 

and underatand their reports. In Ught of this problem, the Commission supports ii_ 
principle the provision u S. 783 which directs that consumer reporting agencies 
abouta develop diacbsure forms which maximize the comprehenaibilitv ofaiado- 
aurea. Aa drafted, however, it is undear how this goal is to be adiieveo, and what 
rale the Commission should play. Congress may wish to require only that the disclo- 
sure forma be understandable and non-deceptive to the reasonable conaumer, and 
delete the requirement that tiie forms be standardized. Once the goal of comprehen- 
aibUity is adileved, standardization may not be neceSBBiy. 
Stronger Rtinvestigalion Rights for Canaumera 

The Commission has supported more specific guidelines with respect to a credit 
bureau's obligations when reinvestigating disputed informBtion in a consumer's re- 
port. When information is inaccurate it is in the interest of consumers and induatty 
alike to correct it as promptly as possible. Nonetheless, delay in the investigative 
process is a common complaint among consumers despite ^e current law's recre- 
ment that disputes be resolved in a 'reasonabte period of time."^ The Commiasion 
supports the mirty-day time limit in S. 783 for credit bureaus to reinvestigate a dis- 
puted item and report back to the consunter. The thirty-day time limit trades cur- 



&stry ahould be able not only to meet but also to exceed this limit because it is 
now experimenting with electronic means of instantly communicating dispute infor- 
mation to its source. This will save days from the time the dispute verification form 
took to be mailed to the creditor and then back to the credit bureau upon completion 
ofUie reverification process. 

Section 611 of the Act, which mandates procedures in case of disputed accuracy, 
does not currently require the credit bureau to notify the consumer of the outcome 
of its investigation, but simply to correct the report if it finds that it waa inaccurate 
or no longer is veriTiabte. The Commission views the requirement in S.783 that 
credit bureaus report to consumers on the results of their investigations as a salu- 
tary change. If the credit bureau must articulate its rationale, the consumer can 
better understand the process and, when apprepriatc, take corrective measures.^ 
S.783 would also require notice to the consumer If information that has been de- 
leted from the consumer's file in the course of a reinvestigation is subsequently re- 
stored, a requirement that the Commission also supports." Strengthening and add- 



X along with Ihe propoBal thai credit bureaus be required lo notjiy report amen 
to make SecUon 616 discloaurcs, would e[Tectively brin^ the disctoaure ofcon- 
^.\b RiII circle. Credit buresua would educate report uaera who, m turn, would educate 
I. Cansumen whose credit reports result in adverse action would know their righia 
dct to reviewing the report and how to correct any crrore that the report may contain. 
ASaction 611(a). 

r example, a creditor erroneously coniirma inaccurate inrormation when the credit bn- 

ivesljgatea, it is important (br Ihe consumer to know where the problem lies. The 

un then shift his or her Tocus to the creditor who, under S. 783, would have an inde- 

penoent obligation to conduct ■ reinvestigation considering all relevant information lubmitled. 

"This requirement would help resolve the longstanding problem of aulonutic reinsertion of 

deleted information that occure when a creditor fails to correct the computer tapes that it aenda 

to the credit bureau each month. Although the creditor .• . ■• ..... 
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ing greater ■peciiicity to coneumen* reinveatigatfon ri^ta is likely to be of great as- 
■iataiioe to cooBumen who are belt situated to correct nusinformatioii in their re- 

Btquiremenla for Adotne Action in Employmtnt 

TIm Commissioa supports in principle the propoBal to alTord conBumen aome pro- 
t«cUon against advene employment decisionB based upon a possibly inaccurate 



vide actual or proapectiw . , „ . . . ,._. ..„ 

with a description of the consumer's statutory rioits before taking any adverse ac- 
tion baaed on a consumer report. However, the Commission is concerned about the 
third requirement imposed upon employers in S.783; that the employer provide the 
oonaumer with a 'Veasonable opportunity* to respond to any information in the re- 
port that is disputed by the consumer before the employer takes action based on 
the consunKr report. The Committee may want to consider cUrilyiag what is in- 
tended by the term "Reasonable opportunity." In addition, we antidpate that requir- 
ing an employer to delay hiring decisions for any period of time will impose costs 
upon the auected businesses. Since we have no information about the magnitude of 
these costs, we are unable to determine whether the benefits of this proposal may 
outwei^ its costs. 
Access to Credit Report Information 

Improved consumer access to report information may represent the stn^e moat 
effective and eflicient method of detecting and correcting errors in consumer reports. 
The Commission recognizes that it is not in a position to quantify what may be sub- 
stantial costs involved in increasing consumers' scccbb to their credit reports. Thus, 
it is diflkult to determine whether reports should be made available periodically ibr 
free or at cost, whether the cost of obtaining a consumer report in other cir- 
cumstances should be capped at a specific dollar amount, or whether the period for 
obtaining a free report following adverse action should be extended.^ However, the 
Commiasion supports reasonable measures to aid consumers' review of their credit 
reports, whether in connection with credit denial or in connection with periodic re- 
view. Better consumer access to credit reports would facilitate consumers' efforts to 
detect and correct errors, reduce harm to consumers from errors, and improve the 
overall accuracy of the system. It would also educate consumers about the impor- 
tance of developing and maintaining a good credit history. 

On the whote the Commission believes that S.783 would do a great deal to ad- 
dress serious, recurrent problems in the credit reporting industry. The Commission 
notes, however, one general concern. Although taken individually, the expanded dis- 
closure and recordkeeping provisions should benefit consumers, the Commission 
knows from experience in some contexts that consumers may be overloaded with in- 
formation, and that as a result many important points may be lost. Additionally, 
the Commission recognizes that the mandated disclosures and recordkeeping re- 
quirements involve costs. The Commission believes that it is important to consider 
Uie cumulative effect on consumers of increasing disclosures. 
State Enforcement of the Federal FCIiA 

S.783 would permit State Attorneys General to bring civil actions based on viola- 
tions of the amended FCRA which occurred within their States. The Commission is 
concerned that this provision could result in inconsistent application of the FCRA 
nationwide. As the number of agencies enforcing the Act increases, so too does the 
potential for inconsistent enforcement and court decisions, especially when dealing 
with a statute as complex as the FCRA. In choosing cases and strategies, the Com- 
mission is in the best position to take into account the effect of precedent on issues 
tdlecting large numbers of consumer reporting agencies, users of consumer reports 
and eonaumen. It ia also not clear why State enforcement ia necessary, as each 



of the dispute is oorrect, ir the creditor ftils to change its internal records the inaccurate infbr- 
mation in the ncords may override the Eorrection that the credit bureau has made. This provi- 
aion in S.783 would ensure that if such information ia reinierted. the consumer would be made 
awara of that (act and thus be able to challenee the reinBerted information before advene con- 



of bis cr her report a nnn^y, upon request. Sti Washingten Post, Oct. 16, 1991, a 
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SUte is ftilly able Ui achipt the FCRA in whole or in part as Sute law and then 

proceed to enforce ita own Ibw.^ 

m. REGULATION OF CREDIT REPAIR ORGANIZATIONS 

Hm Commission is pleased U> find that the proposed bill Includes praviskins to 
address the problem of credit repair fraud. Fraudulent companies that lead consum- 
ers to believe Oiat they can "repair^ their bad credit histories have bilked consumers 
of millions of dollars in the past several years, have caused consunter rsporting 
uendes to waste time and money reinvestigating spurious disputes, snd have been 
tne focus of numerous enforcement actions b^ the Federal Trade Commission.** 
S. 783 proposes that no credit repair organization be permitted to diarae or receive 
any money prior to completion or the services that it nas agreed to penorm for the 
oonsumcr. Inis approsch to controlling abuses by credit repair organizations, which 
resolves the problem of making defrauded consumers whole when the per^trator 
has lied, has been used in New York and Tennessee. Althou^ stringent, it is an 
approach that the Commission believes is warranted given the credit repair indus- 
t^s history of consumer fraud. The bill also would make credit repair organizations 
subject to the Commission's enforcement authority and would permit the Commis- 
sion to invoke ita civil penalty authority. The bill would provide consumers a private 
ri^t of action as well. These measures should go far to reduce credit repair fraud. 

In sum, S.783 would do a great deal to adt&ess serious, recurrent problems in 
the credit reporting industry. The Commission appreciates the Opportunity to com- 
ment on this Dill. 



"Moreover, the Slate enforcemenl scheme conlajned in S. 7S3 may n 

cema. In past Ibrmal coniRientB on legialation in alher areas, the DepBrtment of Justice has 
opined that direct State mforcement of Federal law may be unconstitutional because such 
Khemea involve the exercise of ngniHcant authority pursuant to the laws or (lie United Stales 
by persons not aelected in accardance with the Appointnients Clauae. Letter from W. Lee Rawb, 
AaaiKlAnt Attorney General, United States Department oT Justice, to the Honorable Geocse J. 
Mitchell, United Stattt Senate, Octobo- 18, 1990; ttt Buckley e. Valeo, 424 U.S. 1 (1976X We 
bdieve that it would be appropriate to dralt legieiation in the FCRA sies consistent with any 
such coDstitaticnia] limitaliaiw. 

-Stt. e.g., FTC V. Michsd Jsy & Co., Civil Action No. S1-0448 JMl (CD. Cel., consent decree 
Ned May 18, I99E>, FTC v. American Credit Services, Inc., No. e9-3651-KN (CD. Gal., consent 
decree died May 10, 1991}; FTC v. Credit Repair, Inc., No. 89~C-0344 (N.D. 111., consent decree 
filed Mar. 7, 1990^ FTC v. Nationwide Credit, No. 88-4071 (E.D. U., permanent irOunction en- 
tered, Oct 19, 1989); FTC v. Steven LefT, No. CA3-89-2046-H (N.D. Tex., consent decree Sled 
Aiw. 16, 1989X 
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XUTLAND ATTOWtX CEMHUUi J. J08IFR. CnUtAM, JR. 
»l THE COmami ox HUniMG, ROOaiMG AHD URSMt ATFAIRS 
WLT 37, 1993 



I nsgm anpport of Saoata Bill 7B3 wltli ■ 

tha axpatlancaa ot Uurland «• baliava cha oradlt raparting 
•Tataa can ba lapEorad l>7 adhaxlng to a taw baalo pxtnelpXaa «■ 
sat Coctli baloHi 

M naad to Cully vUllia tha raiourcaa, anarqj uid 
oraaUTlty oe Uwaa goramnant aganctaa caaponalbla far 
owaraaalng tlM ozadlt raporcing induttry) ebla naaiu 
thac botl^ tlM •tMoa and tba fadaral govacmanC naad to 
play laportaiit rolaa. 

Coaamaca mut ba pravidad with saady accaaa to thalx 
oradlt raporta, aa thoy axa cka onaa aoat kaOMlad^aabla 
abooc tha accuracy ot tha lofoeaatioa. 

It la lapaxatlTa that tha iMartcan publlo ia aaauxad 
that a* ara haarlag thalr eonearaa ragaxdlng thalr 
pKlvaoy rlghca. In that ragartt. wa ahoald not axpand 
tha uaa ot oradlt raporta for oMUCkacing pnrpoaaa. 



My full itataaant goas Into graatar datail eoncamlng tha 
abova raeoaaandatlon. I appraeiata tha opportunity to appear 
batoxa thla aoaalttaa on nattars ralatlnq to tha Pair Cradlt 
Kaportlag Jhst. 
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STATEMENT OF J. JOSEPH CUHRAN, JR. 
Attorney General op Maryland 

Mr Choimuui Bnd Members oT the cominitUe, thank you Tor the inviUtion to te«- 
tifr thii monun^. 

lllere waa a time when a home waa the only purchase cunaumers made on cndit. 
Tod^r, Americans have become accustomed to finsncinB eveiythiog from v^ides to 
appUances. We own and use over 900 million credit carda. In diort, buying on credit 
has become a part of ttie American way o( life. 

Credit reporting agendei provide an important service to both businesses and 
conaumen. By maintaining credit historiea on milliens of Americana, tbey reduce 

_ 1 — 1 ■ — J • j„_. — ;_j J — 1 1 — itigfttioo of each applicant. B^ pro- 

jsly, they also reduce the bme it 

lenriea in the tate igSCs, 

jbliah standards to insure 

that the inlbrmation stored in people's credit reports was kept confidential, accurate, 
and current To establish those standarda it enacted the Fair Credit Reporting Act. 
In recent years, as a result of technological advancements, aggressive maneting 
by credit reportjog agencies and tighter credit and employment matkets, more and 
more creditors ana employen rety upon information contained in credit reports for 
tiieir credit and hiring decisions. Unfortunately, as access to credit information has 
expanded, protections for consumers have not kept oace. 

Revelations of the past several years have established that the purpoaea of the 
Fair Credit Reporting Act have not been fully achieved. Much of the information in 
credit reports is inaccurate. Much of it is no longer current. And in some instances 
the information is not treated confidentially. 

When a consumer is denied credit solely because of inaccurate infonnation in his 
or her file, that is certainly bed for the consumer. But it is also bad for the business 
losing the sak and for the creditor that would have extended credit but for the inac- 
curate information in the report. Atl parties to consumer transactions will benefit 
if we improve the present credit reporting system. 

We can improve the ^stem by adhenng to a few basic principles, discussed in 
more detail later, but briefly stated as follows: 

— We need to fully utilize the resources, energy and creativity of those government 
agenciea responsible for overseeing the credit reporting industry. This means that 
both Uie States and the Federal Government need to play important roles. 
— We need to fiilly utilize the resources and energy of those people who have the 
best knowledge about the accuracy of the information in credit reports. This 
means that all consumers must be provided ready access to their credit reports. 
— We need to assure the American public that wc hear their concerns regarding 
their privacy ri^ts. This means that we should not expand the use of credit re- 
ports for mariieting purposes. 
The Important Roles Both the Federal Government and the States Need To 
Play 
Both State and Federal ofTicials receive hi^ volumes of complaints from consum- 
ers about their problems with their credit reports. In Maryland, we receive thou- 
sands of inquiries and complaints a year. 1 know that the Federal Trade Commis- 
sion also receives a targe number of complaints. The single most frequent complaint 
is that the consumer's credit report contains inaccurate information. 

I must stress these are not academic or technical complaints. Most of tiiem arise 
because consumers have been denied credit solely on the basis of inaecur^ infor- 
mation. For example, 

— A Man'land couple wrote last summer, "/ am seeking your help again, as it seems 
that the credit reporting companies will not, or do not, have their acts together. 
I have sent the updated information, that was corrected by TRW reporting agency 
to TYans Union and Equifax, so they could update their records also on my behaif. 
. . . This information waa to be corrected. I assumed that these corrections would 
be made by Equifax. BUT they did not pay any attention to the corrected informa- 
tion I sent them from THW and as the records show there is still erroneous infor- 
mation being retained by Equifax in my credit profile." Maryland's Commissioner 
of Consumer Credit was able to get the credit report corrected in about a month. 
—A Maryland woman wrote Equifax, 'Vn Friday, September 11, 1992 . . . I waa 
denied [a] loan because of two American Express Traod Related Services aeeounta 
reflecting outstanding balances . . . 1 never even had an American Express ac- 
count, however was a cardholder mt someone else's account. . . . Please be adutsed 
that I had this issue researched and resolved in 1987 with American Express. . . . 
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IMS 1* a grave emr which Hhould have been removed Rve (5) yeara ago. . . . VSy 
next contact will be with the Caosumer ProtectioQ Agen^ and my attorney/* 
When Equifax did not correct her report, she Hied a complaint with the State and 
the Commiwioner oT Conaumer Credit was able t<i get the report corrected in 
■li^tly more than a month. 

— One of my own employees attemnted to refinance hia car and waa told that he 
had no credit hiatoiy. A duck of Eouifax's recorda showed that all his credit infor- 
mation had erroneoualy been placed under his father's name. It took three months 
to dear up the mistake. 

— A letter received from a Maiyland woman in February of thia year abows, uofor- 
tunately, that even when an inaccuracy has been corrected, it can reappear. She 
wrote to Maryland's Ckimmissioner of Consumer Credit, "J really hate to bt ao 
hothenome wttk these unwanted and needless credit reportiTtg errors, especially 
tltete erroHeous report* in my profile that had been corrected in the past. . . . Hom 
do the credit informatifm services blunder, so badly, in reporting a person's credit 
slaitu. I truly believe these agencies are totally incapable of performing their duties 
at thty should correctly. . . . fjter alt the time and effort ytuput in straightening 
these credit profOes last year (1992), I would think they could keep them correct 
more than 8 months. See attached forms.' 

MbtvUd 

handling consumer complainU 



aradnata 



niMT^iiuui B tj^nrnvuci: iiu nut ueen uiiu|uv; ivDounuffS have registered similar 
complunto throu^iout the countiy. As a result, at least twenty States, including 
Huyland, have enacted their own form at Fair Credit Reporting Acts. These acta 
have provided significant relief to the dtizena of those Stat^ and, at the same time, 
allowed all trf' ua concerned about the oroblem to see how various legislative solu- 
tions worii. For example, Maryland ana Vermnnt give their dtizena the ri^t to get 
one free capy of their credit report each year. Vermont's law also provides that be- 
fbre « bnaioeaa can tditain a consumer's credit report, it needs either the eonaumer'a 
consent or ■ court order. 

In nnr oj^nlonj the appropriate relationship between the Federal law and tiiese 
State eubita to nnd worxable solutions is to have the Federal law provide the floor 
of IJ^te axiA responsibllitieB that apply, respectively to consumers and businesses. 
However, States should be allowed to retain the additional protections thqr have 
seen fit to provide to their citizens. They should also be encouraged to attempt new 
legislative solutions to present or future problems. 

1 am pleased that Senate Bill 783 allows for this tvpe of cooperative regulatory 
efibrt to adst between the States and the Federal Government. Consumers have 
beneOtod firom a ^stem that allows States to i>ursue their own laws and remedies, 
with concurrent enforcement by Federal agendea under the Fair Credit Reporting 
Act. In the last few years, for example, the States have brou^t a number of en- 
forcement actions as a result of consumer complaints regarding inaccurades in their 
credit histories. In 1991, 19 States brought an action and then reached a settlement 
with TRW, Inc. In 1992, multi-State settlemente were reached vrith both Equifax 
and Trans Union. 

file Federal Trade Commission has also been active in the area and as recently 
as this past January brau^t an action against Trans Union charging it with ille- 

Si&y using sensitive information about consumers' credit habiU to create targeted 
lemaikeitng and direct mail lists. 

Althou^ m« Federal Trade Commission ha* recently become active on these mat- 
ters, the resources of that agency alone are insufiident to cope with the problems 
Ameiicans are encountering with credit reporting ajjencies. The thousands of 
consumer inquiries and complaints that Maryland receives eadi year are a testa- 
ment to the severity of the situation. The Federal Trade Commisdon alone is simplv 
unable to address the thousands of individual consumer complainte and that task 
hu been undertaken the States. The ability of the States to ettectively handle these 
complaints ia directly related to the strength of thdr enforcement powers. 

AcoonUndy, of critical importance to the States is the provision in Senate Bill 783 
that gives Ibe SUtes authority to enforce the Federal Fair Credit Reporting Act 
TUa win deariy benefit the dtizens of the 30 States that do not have a Stete fair 
credit reporting act. It will also benefit all Americans because it will give the Stetes 
maximum denniUfy to attack this problem throu^ individual or multi-State ae> 
tionB. 

o enforce Federal law. State At- 
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Consumer ProtecUon Act, and the Telephone Discbmre and Dispute Resolution Act. 
In fact, in Maiyland we have had a histoiy of success in protecting our dtiwiu by 
pnrsuing enforcement of many of these Federal statutes. 

Tha IiiqM>rt«nt Ride Consuman Must Play tn Verifying Tbair Credit Ba- 
porta* Aoenracy 

As I mentioned earlier, Maiyland and Vermont have provisions in their laws that 
allow oonsumers to request a free copy of their credit report once a year. I would 
like (o strong^ recommend adding a similar provision to Senate Bill 783. 

^le &equen^ of inaccurate information appearing in credit reports can be re- 
duced only if canaumera are allowed to review for accuracy the information credit 
reporting agencies collect. Consumer are the only people who can readily identify 
inaccuracies in their credit reports. Quite frankly. I do not believe that there wiU 
be any significant improvement in the accuracy ofcrcdit reports until consumers are 
allowed to play that role. 

Tlie approadt taken by Maryland and Vermont is a reasonable first step and a 
significant compromise from what mi^t ultimately be required to correct tliis prob- 
lem. I believe it mi^t eventually be necessaiy to require that each consumer who 
has a credit report on file with an agency receive a copy of that report in the mail 
each year. As consumers, we currently receive — without having to request tbem — 
periodic reports from a variety of institutions, including statements from our banks, 
credit card companies and insurance campanics. Credit reporting agencies that 
serve as a clearinghouse for information from a wide variety of sources could simi- 
lariy provide a copy of the information they have gathered to each person in their 
fUes. 

Maryland has chosen not to take that step at this time. Instead, since 1992 credit 
reporting agennes have been required to provide, to each connimer who requeeta 
one, a free copy of his or her credit report. We will have to evaluate in the next 
couple of years whether this free request system has significantly reduced the errar 
rate in credit reports. If it hasnt, we will have to consider other approaches. 

I recommend that you consider giving all the citizens in this country the same 
ri^t that the citizens of Maryland and Vermont now have, namely to Hnd out 
quickly and at no charge whcUier their credit reports contain inaccurate inibnna- 
tlon. Identifying inaccurate information will benefit not only tliose connimers, bat 
all businesses relying upon the information in those credit reports. 
Bfaintaining the Privacy of tha Information Collected by Credit Reporting 
Agencies by Llmitliui The Uses of the Information to Those PermiaaiUa 
Under the Original Ftdr Credit Reporting Act 

One issue of concern to me is whether a credit reporting agency should be allowed 
to maintain and sell mailing and teleroBrketing lists to third parties without Ihe 
knowledge or permission of the consumers whose credit histories are used to create 
the lists. This practice is known as target marketing. 

The current law provides in Section 604 that la] consumer reporting agenqr may 
furnish a consumer report under the following circumstances and no other.'' (empha- 
sis added.) The enumerated circumstances do not expressly permit the use cd tiie 
information for target marketing. 

When financing a purchase, consumers have a reasonable expectation Uiat the 
lender will run a credit check. Consumers do not, and in my view should not, have 
a reasonable expectation that information in their credit Mstories wiU be used to 
compile consumer Hats for businesses' marketing purposes. I do not believe there it 
a legitimate public poliqr basis upon which to expand the "permissible purposes* 
under Section 604 of the Act, to 'targeting' consumers, without their permission, 
for general mariceting purposes. 

Some may feel that a provision allowing consumers to "opt out" of having one's 
name on such marketing lists is an adequate protection. I disagree. Most consumers 
have Uttk knowledge about credit reporting companies and even less about how 
mailing lists are devised or how Lo remove one's name fmm them. The burden 
should be on the marketer In obtain the consumer's permission, not Upon the 
consumer to "revoke" the permission. In Maryland 1 am continually^ askea ly my 
constituents how they can protect their privacy by, for example, stopping unsohdtea 
mail and telemarketing promotions, both of which they regard as infringeroentt on 
their private lives. Until the public expresses a contrary desire, I would urge the 
Senate not tn expand the permissible uses of information in credit reports and, in- 
stead, to retain the current prohibition against target mariceting. 
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Vlnm attbm Othar Stata Attonuiya General 

I have appreciated having this oppaitunity to share n 
problem wiQi you. The Attonwyi GeDerml of the other 



of the Natiomd ABBodation of Attomeya General. 1 supported this resolution a . 

as you can see, it seeks Federal legialation containing all of the mqjor pointa that 
I have mentioiMd, Dftmely: 



—providing a 

£ whidi a 



J whidi the State. 

menta eataUidied by the Federal law. 
— allowia^ the Stat«9 to continue to take affirmative steps to protect their citizens 

byseeking to enforce the Federal lew in State or Federal court. 
— sfOrmatively seeking the consumers' involvement in the accuracy verification 

procesa by aUowing them to receive upon request one tree annual copy of their 

— limiting the uses of the information in consumers' credit reports to those allowed 
by the present law, and not expanding those uses by allowing the information to 
be used for target marketing. 
Tliank you for allowing we this opportunity to share my thou^ts with you. The 

Attorneys General look forward to working with you and your staff on this impoi^ 

tant legudation. 

STATEMENT OF ALAN T. FELL 
CoioiissioNKR or Consumer Cbedit, Statb of Maryland 

1 would like to lend my voice in strong support of the testimony submitted to you 
bv our State Attomev G«neraL J. Joseoh Curran. Jr. He apeaks {or all Maiylanden, 
e accurate, complete, end up-to- 



in additicm to regulating the lending industiy in my : 
toiy responsibility to handle all complaints and inquirif 
ports. My stair is on Uie front lines seeing that credit n 



toiy responsibilily to handle all complaints and inquiries about consumer ci 

ports. My stair is on Uie front lii — ' ' - ^-* -■-■ 

tors, respond expediUously to c 
crecUt pnflle. 

Haiyland is one of four states that have taken a leadership role in the enactment 
of carefully balanced legiBlation which serves the consumer mterest without placing 
unnecessary or undue burdens on the industry. Many of the proposed changes to 
Federal law which you consider in Senate Bill 783 minor Maryl^d's statute. Col- 
lectively, my stair and I know that it takes the tandem ellbrt of Federal and State 
agencies to address the problems which arise. In our experience, the lesohition of 
consumer complaints on an individual basis had been largely undertaken by the 
SUtes. 

Particularly since recent amendments stiengthenins the Maryland law (whidi 
wera described in accurate detail by Attorney General Curran), it is my agency's ex- 
perience that TKV/, Equifax and Trans Union have recently been very cooperative 
in resolving complaints, and in changing certain practices which we nave pointed 
out as being unfair to consumers. We see a causal relationship between Maryland's 
new law ana that cooperative spirit. If Federal law were to preempt State rantlation 
of credit reporting agencies, we believe there would be sisnificantly diminiuied in- 
centive fbr the industiy to cooperate in resolving individual complaints. 

We therefore would oppose any attempt to reintroduce the poison pill" amend- 
ment whidi appeared in last year's House Bill whidi would preempt virtually all 
authority for State legislatures to enact regulatory measures in this area. 

lliank you for permitting me to present my views on this important consumer leg- 
islation. 

NATIONAL ASSOCWTION OP ATTORNEYS GENERAL 
RESOUJTION— FINANCIAL PRIVACY AND CREDIT REPORTING 
Adoftkd Spring Mekhng, March 28-30, 1993, Washincton, DC 
whkhEA^ the credit reporting industiy in this country annually processes bil- 
lions of confidential data concerning the pnvate financial matters and payment his- 
tories id millioiiB of Americans and annually provides over four hundred million 
consumer credit reports to business subscribers; and 
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WBEREAS, CongreHaional teHtimony connrau that numeroua wrloua erran exist 
in coiMum er credit reports; and 

WHEREAS, several St«teB have uu^t to improve credit reporting pimctices 
th nw A enforcement actioiu aimed at credit bureaus; and 

W^ilEAS, in many instances the only reinvestigation of data in credit reports 
that is conducted by a credit rcportloff agency consists of revertncatian that the data 
exists in the computer data bonks of the creditor and does not in fact verify that 
th e under lying information is actually accurate; and 

WHEHEAS, although creditors use the information in credit reports for a variety 
of legitimate and worthwhile reasona, Buch as decisions on the amount and nature 
of credit tn be extended, a need exists to improve overai^t over how credit reports 
ar e used; and 

WHEREAS, credit reporting agencies use information from credit report 
databases to create and maintain their target maricetin^ databases, which are cur- 
rently unregulated, without the knowledge or permission of the consumen whose 
d^aue used; and 

WHEREAS, unscrupulous operators of "credit repaii'' orgonizationB deceptive^ 
promiae to improve consumers' credit reports by removing damsging infiirmation in 



the credit reports, when (1) in many coses tide damaging information is accurate 
and cannot be removed and consumers therefore pay millions of dollars ea^ year 
to these busineaaes without having their ne^tive credit reports im^ved and (2) 



in nearly every cage the cretht repair organization cannot do anything 
c annot do themBcIvca at little or no cast; 

WHEREAS, fair credit reporting laws have been enacted in twenty States and 
a number of leeislatures are either considering new legislation or strengthening 
State lows to (I) improve consumer credit report accuracy and privacy and (2) re- 
quire credit reporting agencies to provide without charge, upon request of the 
co nsumer no more than once annually, a copy of hio^cr credit report; and 

WHEREAS, HJt. lOlG, the Conauiner Reporting Reform Act of 1993, has been 
introduced to strengthen the Federal Fair Credit Reporting Act (FCRA) and make 
it easier for consumers to contest and correct false mformation in their credit re- 
porta, obtain a free copy of their credit report annually, and enhances consumer pti- 
vacy by Kirther prohibiting the use of credit reports for target maiketing; and 

Now, Tharaftwe, Be It Resolved That IIm National Association Of Atba- 
nwB GotMrali 

(1) supports Federal l^slation such as H.R, 1015 to amend the Federal Foir 
Credit Reporting Act (FCkA) in the following areaH-. 

CONSUMER CREDIT REPORT ACCURACY 

institute improved procedures to insure 

>. requirm^ credit reporting agencies txi reinvestigate Ailly any inaccurate or obso- 
lete information in a credit report when the consumer requests it, ond to provide 
the consumer a written summary of the results of the reinvestigation within 30 doys 

CONSUMER ACCESS TO CREDIT REPORTS 

c requiring credit report users, whenever credit is denied based on information 
obtained from a credit report, provide greater disclosures to consumers, including 
(1) the credit reporting agency from which the credit report was obtained; (2) the 
means by which the consumer may obtain without charge a copy of that credit re- 
port; and (3) a statement of the consumer's rights under tne FCRA; 

d. requiring credit reporting ogencies to provide without charge, upon request 
from o consumer no more than once annually, a copy of the credit report itself (and 
not just o Bummary of its "Mature and substance") on that consumer ond a state- 
ment of the consumer's rights with respect to that import under the Fair Credit Re- 
porting Act; 

BUSINESS ACCESS TO CONSUMER CREDIT REPORTS 

e. requiring credit reporting agencies to institute procedures to prevent disclosure 
of any information in a creiht report to anyone who is not apecifically authorized 
by the FCRA to receive such information and to prohibit creoit reporting agencies 
and credit report users from using credit reports for any purpose not apeciGcally au- 
thorized by the FCRA; and 
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■umei'a penuisHon; and 

' EXPAND SCOPE OF PCRA COVERAGE 

g. bringing within the scope of the PCRA penona who rurniah infonnation about 
conaumen to consumer reporting agendes, and require midt peraona to follow proce- 
dnrea neceaaaiy to insure the accurate of infonnation provided and to noti^ the 
conaumar imnr to the subroiaaion of such infonnation about that ooasumer to the 
<a«dit reporting Rgenq^ and 

h. bringing wiuiin the scope of the FCRA information obtained for landlord and 
dieck ""^'"g purpoaea; and 

CREDIT REPAIR CLINICS 

L nobiUting or regulating credit repair organizations, including ptovisiona (1) 

pnhibiting a credit repair organization from collecting any fees prior to performing 

its services for the consumer; (2) prohibiting any claim that an orgamzation can in 

fact repair negative credit information; (3) requiring ^cIohutcs, before conaider- 



ation is paid 1^ the consumer, of what services will be provided and at what cost, 
that accurate information in the consumer'a credit (ite cannot lawfully be renuv«d 
within the repotting time periods set by law, and the credit repair organization's 
put performance record in aaaiating consumers in 'Yepairing" their credit; (4) pro- 
^''~{ for bonding and registration; (5) prohibiting false advertising and deceptive 



or anfidr practices by sudi credit repair orgBnization; <6) providing a three-d^ ri^t 
of cancellation or cooling off period for consumers who enter into contracts with 
credit repair organizations and requiring clear and conspicuous notice to consumers 
of sudi cancellation ri^ts; and (7) providing effective enforcement and remedial 
measures, including pnvate remedies for damages, costs and attorney fees, and en- 
forcement by State Attorneys General and the Federal Trade Commission; and 

NO STATE LAW PREEMPTION 

J. opposing Federal preemption of State fair credit reporting laws; and 

ATTORNEY GENERAL FCRA FEDERAL COURT ENFORCEMENT 

k. authorizing State Attorneys General to enforce the entire FCRA in State or 
Federal court; and 

(2) authorizes its Executive Director and General Counsel to transmit these views 
to Congress, the Federal Trade Commission, industry and consumer groups, and 
otlier interested parties. 
Abstain: Attorney General Stenberg 

STATEMENT BY BARRY CONNELLY 
ExBCunvE Vice President, Associated Credit Bureaus, Inc. 

1 am Bany Connelly, Executive Vice President of the Associated Credit Bureaus 
or ACB, as we are commonly known. ACB is the trade association representing 
nearly 1,000 consumer credit and mortgage credit reporting companies in the Unit- 
ed Sutes. 

As you requested, my testimony will attempt te a 
ialation, S. 783, will address the issues of accuracy i 

ing industry as well as its probable impact on the cr ^ ,, 

ers and the enforcement olState consumer pmtection laws. In addition, 1 would like 
to indicate a number of paints of concern to ACB's members about provisions in this 
bill. 

The credit reporting industiy is moving voluntarily to change industry procedui 



to imiHove service to consumers. These voluntary initiatives will be the mandatory 
oper^ing guidelines for all of our members. Past legiststivc and regulatory addons 
played some role in motivating our actions, but I can say proudly to you today that 



membera of the industiy met and voted to develop these new procedures and de- 
dded to make them mandatoiy for all ACB members. 

If jrnu compare your bill and our new initiatives, you will see immedistely thst 
we listened and we learned. Our commitment to the consumer is not new. It is an 
int^^ part of how we conduct our business whether in regard to the accuraqr of 
our file infonnation or to the protection of those files. 
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ACB has act up a number of task force groups to address the question of accuracy 
rrom several perspectives. We feel very positive about the progress these groups are 
making. One of our mqjor efforts to improve the accuracy of tne iaformation in our 
meniberv' files is in the pilot program stage;— and, we hope, will be on line shartly. 
lliB ACB Automated Consumer Dispute Verification Process is the product of a Joint 
eflbit from an ACB task lorce and a credit grantor steering committee. 

It la our goal to provide to tJie consumer quality service whether seeking dlsdo- 
■ure or reinvestigation of information contained in their credit rejiorts. lliere ihoald 
be no impediments to ainaumers in obtaining and understanding their credit re- 

rta. Credit reports should be available in a format which is clear, concise and easy 
read. Disclosure and reverification should also take place in a timely manner. 
Within three business days after being contacted by a consumer, a credit bureau 
will respond by mail to a request for discbsure of the credit Hie. Credit bureaus will 
not charge more than $8 to a consumer who requests' disclosure, but has not been 
denied credit. A consumer is entitled to request and receive a free report within 60 
day*, whidi is 30 days more than the law requires, after being denied credit l^ a 
CKdit grantor. 

The third category of mqjor concern to consumer reporting agencies — privaqr. AiQT 
unauthorized access of information in our tiles ia unacceptable. We strongly reaffirm 
our policy that a consumer'a medical histoiy will not be gathered or provided in re- 
ports for credit or employment purposes. We do not have any medical health data 
■boot the consumer in tiie file. 

We have ti^tened the strict procedures regarding service to broken and resellers 
of our information; we have established opt-out prtx%dures on an industrywide ba^ 
to accommodate consumers who choose not to be included on piescreenm^ and ^- 
rect maritetlng mailing listB. We encourage stricter enforcement of the Fail Credit 
Reporting Act and the Computer Crime Act of 1984 regarding those who throu^ 
fraudulent actions, violate tne permissible purposes section of the act. ACB mem- 
bers have advocated giving both the consumer and the credit bureau a cause of ac- 
tion when personal credit {nformation ia illegally accessed. 

Now I would like to address some specifics of S. 763. We encourage our members 
to careliilly conaider all information provided by conaumers concerning a dispute of 
Information in their file, but we object to the expansion envisioned in sec. 104<(). 



It could require inclusion of any inlormation that the consumer mi^t wiah to add 

to the file. This s ' ' 

organizations 
base. 

In aec. Ill the bill inserts a new section of the FCRA eatoblishing duties for fiir- 
oiahers of information to consumer reporting agendea. This aection creates for the 
fiimiahers of credit data a disincentive to provioe information regarding conaumera. 

Section 111 of S.783, responsibilities orcredit grantors as they lurmrii informa- 



tion to consumer credit reporting companies, is a punitive provision when coupled 
with the civil penalties, enforcement authority grantod to the Attorneys General and 
private ri^ta of action. If passed, it could have the effect of closing down the free 
now of consumer credit information which allows our credit economy to flourish in 



Credit grantors ahould be applauded for liimiahing information and encouraged 
to do so. not discouraged from doing ao. It ia the availabilify of that information in 
the credit bureau file that sells goods and creates jobs. It is that information that 
iJlows m consumer in Nevada to nuy a car made in Michigan with one viait to an 
■utooKiblle dealership. Thoae credit purchases translate into jobs, and whatever the 
Congress does in the name of accar»cy or privacy that discaurages that kind of com- 
merce win only hurt your constltoente more than help them. 

Credit bureaua are implementing a number of new policies and reviewing pioce- 
durea to enhance consumer privacy. Wc think it is evident that industty poFx^ and 
ioitiativea reapond vigorously to most of the concerns addreaaed in S. 783. 

While we are encouraged that the diligent worli of this Committee has focuaed 
on tiieae aame iasuea and reached many of the same conclusions, quite candidly we 
are extremely waiy of these changea being codified into law. While we are not sup- 
porting a legialaUve solution, this should not be construed that we are an uninter- 
ested oyatander in the legislative process. Conversely, we aeek to continue the 
meaningful diakigue that has characterized this debate so far. It ia in that spirit 
ofoooperatlon and commitment that our industry comes before you today. 

We must express caution U those who would seek to place additional restrictions, 
liabilities and ourdens upon our industry. Under this bill the multitude of probleaM 
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that lace the credit induaUy range fram the question of compliant with credit Uwa 
knd intenn^^tiona in SO States to the impMitioo of nuyor civil and adhiiaistrallw 
liability for the hundreds of thousands or creditors who furnish credit data to Oie 
credit reDortiiiD agendes each month. 

We believe tnat unifonni^ ia a^D-consumer position. It would result in more 
and stronger enfotcement of^the FCRA. The industry supports Federal preemption 
of additional and extraneous State laws and believe that Uie failure to include pre- 
emptbn in S. 783 ia a mqjor flaw in the bill. 

Oun ia an industry deeply involved in interstate commerce. Numerous provisiona 
in this bill make references to credit reporting agenries operating on a nationtride 
ba^. Yet our members are still subjected to having to meet requirements on a 
Statc-by-State hu6a whidi adds tremendously to the costs of trying to aerve the 
Gonsninv. We are not aaking for a leaseninE of our responsibilities: we are asUjig 
for conslatent treatment under the law. I think there is agreement amon^ all pfitiea 
In the crvdit induatiy — credit bureaus, credit grantors, credit data fumiahers— that 
there is a compelling need for unifonnity. 

Another matter which reappears with regularity is a proposal that credit bureaus 
be required to provide annually a free discbsure upon rtsmest to consumers who 
have not been denied credit, but who wish to review their tile. We strongly oppose 
this ptwoaal for several reasons not the least of which is the dangerous precedent 
eatablished by Congress requiring a private business to give awav its product. Hie 
decision to provide a 'free" anytni . . > . . i . • 

up to the management of each busi 

We cannot emj^aaite strongly » .„ .. _ .... 

have on small credit bureau businesses in your State. You are not only affectiiw 
three inultimillian>dollar coiporations. You are impacting the bottom line of amul 
bnainesnnen and women in Hyannia, Massachusetts, analronwood, Hichifpn. Nev- 



„ . . .-lichifpn. I 

ertheless, even these burineases are limited to charging no more than $8 Tor a 

doBure nnder ACB policy. Conaistent with our opposition to a legislative mandate 



S ptwoaai for several reasons not the least of which is the dang^roui 
. .ablished by Congress requiring a private business to give awav its product. T 
decision to provide a 'free" anything is a marketplace decision tnat should be li 

p to the management of each business. 

We cannot emi^aaite strongly enou^ the negative impact such an edict would 

^ ■ " ■ !. You an ■ ' " - 

jng the b 
nalronwi 
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mandate of providing toll-free telephone service. How, where, and when to provide 
toU-firee nccess to a company ahou Id be an individual company maricetplace deciaion. 

ACB also objects to Uie FTC civil ^nalt^ authority granted in aec. 113. Under 
current law, the FTC has the authority to issue consent orders and agreements to 
encore compliance. For more than 20 yean this haa been an effective means of en- 
forcement. 

Mr. Chairman, your invitation letter raises an issue I feel comoetled to address 
before I conclude my testimony. ACB members were vei^ concemea about ■ Federal 
Trade Commission statement made during a CotiKressional hearing last year that 
the FTC received 10,000 consumer complaints and inquiries about credit reporting 
in 1D91. Our concern led us to file a Freedom of Information Act request with the 
FTC on April 13, 1992, in which wc asked for copies of all complamU regarding 
credit bureaus filed with the Commission during the first quarter of 1992. 

It took the Commission six months to complete the FOlA request and deliver all 
the documents to ACB. ACB analyzed the material received, and a cop^ of that 
antalyais ia endosed. First, the totu number of consumer complaints and inquiries 
provided to ACB was 578. Carefb) analysis of these 578 complaints and inquiriea 
ahowed that 305 were unrelated to credit bureaus or the FCRA. Using the most gen- 
erous definition of a credit bureau complaint, we found 373 actual consumer com- 
plaiata about crmlit bureaus. If we were to project these numbers for the calendar 

Ksr 1992, we would conclude that the Commission received something in the neigh- 
rhood of 1,492 actual complainta. 

Obviously, a total of 1,492 credit bureau complaints in 1992 would represent a 
dramatic reduction from the 10,000 complaints and inquiries the Commission re- 
ceived about credit bureaus in 1991. It could be that the Commission's calculation 
of credit bureau complaints and inquiries was flawed or in error, and we felt it im- 
portant to bring this disparity to your attention. 

Mr. Chairman, wc are doing a better job of serving consumers. We feel that we 
are a prognsdve industry responding to the needs oT the consumer. As many are 
■ware, laat Congress the cremt reporting industry actively supported HJt. 3696. 
Even while we were undertaking the effort to address these issues voluntarily, ^'* 
worked for that legulation to be enacted into law. Unfortunately, our efforts went 
lauAt as the fill died on the House floor. Nevertheless, we certainly developed 

_,.i-_ ,..,. ...... .,.,_„_ ... ..... '---■ —^ "^1 legislative 

„_,, _ , .__ aCongnss. 

e take relief in the fact we are vobntarily adiieving the desired results where the 
legislative process failed last year. 



a beal^r appreaation for the pitfalls and problems associated with the legislative 
process. Accordingly, we pause when faced with a similar situation ii " '~ 
Wetak - ■'"- "^ ' L_-.-^i.. .-t.--^— ...- j--:„.,„ 
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I appreciate the ognMrtunity today to repreaent the Aaiociated Credit Bnreaus be- 
fore uie Stfaate Baobing Committee and 1 will be happy to answer any queatioiis 
ym may have. 

TESTIMONY OF MICHELU! MEIER 
Counsel yoa Government Afvaibs, Consumeks Union 

ON BEHALF Of THE BANKCARD HOLDERS OF AMERICA 

Consumer Federation of America and U.S. PIRG 

Conmiinen Union* appreciateB the opportunity to testify on S.783, a bill amend- 
ing tiie Fair Credit Reporting Act (FCRA) and co-sponsored by the Chairman of thii 
djatinguiahed panel and Senators Richard Bryan and Kit Bond. On behalf of the 
Bankcard Holoers of America,' Consumer Federation of America' and U.S. PIRG,* 
we applaud the bill's co-sponsors for pushing forward with reform legislation after 
the oisappointing failure to get the reform package passed last year. We look for- 
ward to woriting with you and your staff as the reform legislation breezes thnnigh 
the new refonn-minded Congress and into taw, hopefully within the next couple 
months. 

We believe FCRA reforms are critical to serve two bioad objectives. Rnrt, refonns 
an needed to improve the accuracy of credit reporting. Second, reforms are needed 
to better protect the privacy of credit files. 

To accomplish botn these goals we also need better compliance trith the law, 
whidi requires better enforcement tmils. Injured consumers, the most reliable source 
of acconntability in the marketplace, currently have vcty weak tools to recover ei- 
ther compensatoy or punitive damages when businesses shirk their basic legal chi- 
ties undn" the FCRA. The Pedcral Trade Commission (FTC) also needs broader au- 
thorities and responsibilities to monitor the various businesses involved in cretUt re- 
porting, as well as improved toola to interpret the law and enforce it. 

We are pleased that 8.783 contains some of the steps that are needed to achieve 
these objectives. As you know, we will be working to tiy to ensure that final legisla- 
tion contains all the most critical reforms, including those omitted from S. 783. 

We appreciate the significant decision the sponsors of S. 783 made in abandoning 
the preenqition issue tnat brought the reform effort to a shrieking halt last year. 
Of couive, we regret that ste^ has come at the cost of critical reforms, including the 
tne annual report that was included in last year's bill but is omitted from S.783. 
On the bri^t ude, with the preemption debate behind us we can focus on waya to 
help consumers, rather than tne banking and credit reporting industiy. 
Badcgroimd— Why Raform Laglslatioa Is Needed 
Credit rtporta are riddled with errors 

• The Federal Trade Commission reported In 1991 that it receives more consumer 
complaints about credit reporting companies than any other American intfaistiy. 
Between mid-1990 and mia-1991, the agency received 9,000 complaints, a 60 per- 
cent increase over the previous year's volume. 

• A 1991 report released by Consumers Union showed that 48 percent of the credit 
reports reviewed for the study contained inaccurate Information, with 19 percent 
containing major in 



'Comiuiun Union is ■ nonprofit membenhip crganization chartered in 1936 undo* tba laws 
of the State of New Yak to provide coniiunere wiUi informatian, educitioa and coansel about 
Boads, •ervieee, health, and personal finance, and U> initiate and cooperate with individual and 
group eflbrts to maintain aiM enhance the qirnli^ of life for connimers. Consumers ITrdon's In- 
ii aoldy derived froni the sale atCamumer ReportM, its other pnblicatiani and from non- 



pmduct testing, ConMunurlUporU with approxinutely 5 million paid cir^ation, regulait)', or- 

_7 .^.1 . _...» .... > .. --'■-■y_ marketAlace econonncs and lecUIa live, judicial and resu- 

welfare. Consumen Union's publicatJona cany no advertis- 
ing uu) receive no conunarciBi support 

■Bankcard Hdlders oC America is a national non-profit nganization focused eHcluaivdy on 
coaiumer credit education and advocacy. BHA is supported ^ 75.000 consumer mamberi na- 
tioDwide. 

'CoDiumer FederHtion of America is a non-profit consumer advocacy cnanisation repm—nt- 
ing more than 260 local, Stale and national oinsumer gnnips with ■ combined membmhip of 
more than 50 million Americans. 

<IJ.S. Public Inlerest Research Group is a national nonprofit, nonpartisan, research and advo- 
cacy orBaniiation. The group serves as the Washington, DC lobbying office fir ilate PIBC's 
acraas the country. 
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Many eonaumw* find it difjieult <v impoaaible to get the errors corrected 

• A IMl report released by U.S. PIRG showed that many coiuumen who eventu- 
al^ bring their credit bureau pnd>)einB to the FTC Grat ti7 repeated^, without 
■UGcaas, to get the bureau to correct the problem. Among a random aample of con- 
•URien «4w eventual^ prevailed upon the FTC Tor help, the coosumers on aver- 
age waited S ntontha for the bureaus to correct the problem, without remit, before 
tcvning to the agency for help. 

• Banks uid flnjutoa connmniea are a mqjor part of the problem, llie infor- 
matton maintained Iw ctcoit bureaus is only as good as the information tliey re- 
ceive from these credit granting institutions. Frequently, after a consumer has 
sneoeeded in getting inaccurate information deleted from his credit file, the sanw 
inaccorate information will pop up again in the same bureau's report. Why? Be- 
cause the bank or finance company Uiat originall)r supplied the false information 
to the bureau has not deleted the inaccura^ from its files. 

Crtdit files can be accessed with little regard for eonaumertf prioacy ialerestt 

• Credit files can be accessed with amazing case. In a 1991 stu^ by the New YoA 
Department of Consumer Affairs, 36 percent of the credit bureaus listed in the 
New YaA Citv phone book were willing to send another person's report to the in- 
vestigator without taking even minimal steps to verify t»e investigator's identic 
or the purpose for which the investigator intended to use the report. 

• Under current Federal law, a business or individual, including your boss, can ob- 
tain a credit report without notirying you or obtaining your permission. 

• A 1990 Harris poll commissianed by Equifax indicated that privacy is a key con- 
cern among consumers. 

• A strong mMority (76 percent) of the Harris study participants drawn from the 
oeneral pubhc found it '140T ACCEPTABLE" for bureaus to use sensitive credit 
nlea for direct marketing purposes when asked the foUowring question: Some com- 
panies want to identify consumers with a certain income and a good credit hia> 
toiy, to send them an offer for a premium credit card or a product. They ask cred- 
it reporting bareans to screen their computerised files for Uioae who meet the re- 

Sirements and then supply just the consumer's name and address. However, 
iy do not gjet the consumer's advance permission. Do you feel this practice ia 
acceptable or is ntd acceptable? 

Tm Bill Will Hblp Coitii£(;r thk Inacci/racy Problem— But a Prbb Annual 
RraoBT AND GitsDrroH LuBiurr for Violations are Crttical to Solving 1111 
Pboblbh 



On the positive side, the bill: 

■ Eatablishaa a 30-day time limit for bureaus to reinvestigate information disputed 
by the consumer, any information that is not verified within that time frame murt 
be deleted. This will help keep bureaus from dragging their (eet lor months. 

■ Expressly requires bureaus to permanently delete information that they are un- 
able to verify during the reinve^Estion process, unless it is l^r "certiRed" as 
C0TT«ct by tne original supplier. Tnis will keep the same mistake from popping 
in and again, a common problem. 

-'- bureaus to establish s toll-free 800 number to communicate with con- 



upmmit 

• lUquuei 
miners. This will help dismantle one hurdle — the expense of long-distance toUs— 
that prevents consumers from getting mistakes corrected. 

While these reforms are useful, they may fail to achieve the objective of increased 
BGCura^ unless the bill is strengthened in several ways: 

• Tb» lull ahould give consumers the rij^t to receive a frwe report from 
each nt^a» three major reporting companies at least once each year upon 
requMt. Although consumers are currently able to get a free report when uefr 
report is the basis on which they are denied credit, consumers need easy befoie- 
the-fact access to their files. Thia way they can get mistakes corrected before the 
nuatakes cost them the loan, the mortgage, or the job they need. 

Since this reform effort began, the bureaus have reduced the price of their re- 

6 its lo consumers. Only two years ago, consumers could be forced to pay about 
D per report, costing a single consumer about $60 for a report fnm each of the 
"Big Tliree' companies, $120 for a couple. At $8 a pop now, bureaus are still 
diarging more than some consumers can afford just to find out what the bureaua 
are sayinff about them. At this rate, single conmmers must pay $18 for a report 
from alt tKree companies; couples must pay $36. 

L^iqinzeobyGoC^lc 



._„ , , , B volu^Biy— and onftf c 

after the industiy came under intense public acrutiny and criticism. Unless an an- 
nual fne report, and subsequent report prioe caps, are put into law, bureaus are 
likely to go oack to their extortionist ways alter the current blare of public atten- 

• "nia bill should Impose basic duties on banks and other buainMaea that 
regulaily supply information to bureau* to help ensure that tbsy r^ort 
aa accurate^ >• posaible under reasonable business practicea, a^isdl- 
tiously correct inafxuraciee, and notify bureaus of the reaults of tbeir 
reinveatlsations — and hitld banki and Ike other butinegtei accomttablm 
for thirkuig the reform: 

Althou^ S.783 gives to consumers with one hand by impoains some of these 
basic duties on those businesses that supply information, it takes tram conaumera 
with the other by expresslv exempting those businesses from virtually all liability 
if they fail to comply. As far as we know, there is absolutely no precedent in this 
Gomnuttee for establishing consumer protections with one hand out takiaf[ them 
with the other hy exemi^ng banks irom -" -— "-•- —"*•»- ~r — *i~- v-. .-~.~»] 
oonsnmera. Sudi an exemption not only n 
eapect for the law generally. 



s outside the courthouse aaor removes that incentive. True, S.783 retains 
the authoriW of the government to sue a bank for violating the law. But the FTC 
and many States often lack either the will, or the resources, to bring businesses 
to court for violating the law. Those with the bluest stake in making sure banks 
comply consumen tneroselvea — should not be barred from pursuing their ei^ta 
in the courts — and creating positive incentives biward compliance in the process. 
» The bill should improve the civil liability rules of currant law. Tradition- 
ally, Congress encourages compliance with the laws it passes by imposing strict 
penalties on those who foil to comply. Ever since its original paasage, however, 
the PCRA has contained extremely weak civil liability provisions that, to a large 
extent, albw the credit reporting industry to violate the law with impunity. 

For example, urtder current law consumers can recover no minimum statutory 

damages for non-compliance. Unless the consumer can prove "willful* non-comph- 

oonly ' ' 



, fy recover actual damages, 

•riuui lu uiBu; uuvB, E>Eii thoBC invoMug egregious hardship for the consumer, 
may be unquantiflable in monetary terms. Even to recover actual damages, the 
consumer must not only prove non-compliance — he must shoulder the burden of 
proving that tlie bureau s non-compliance was the result of the bureau's neg- 
ligence, another veiy diflicult and coatly pio^sition. 

In short, the industry scored a major victory when PCRA was first enacted 
some 20 years ago by getting Congress to adopt these weak civil liability provi- 
sions. These provisions are lar weaker than even those found in the Irulh-in- 
Lending Act and other consumer laws in the financial services area. They g' 



industn little incentive to conform with either the letter or the spirit of Uie law. 
S.783 improves the current situation by making etotutot? damages available in 
the case of "wiUltir noncompliance. The Truth-in- Lending Act goes one step fur- 
ther by making statutory damages available without the need to show that the 
violation was 'VilUul.* As S. 783 moves through the legislative process, we hope 
that additional teeth can be put in the civil liability provisions so that credit Ini- 
reaiis and others will take their new responsibilities seriously. 
Stronger Provisions Are Needed To Address The Publlc'e Concerns About 
Privacy. We believe that a consumer's credit report file should ottly be disclosed 
to persona after the consumer has authorized the disclosure and only for the pur- 
poM authorized. We commend the bill for requiring consumer authorization when 
a file is accessed for certain purposes, including employment, but we hope this pri- 
vacy protect ion will be extended to cover all circumstances involving third party 
access, including pre-screening. 

Although the FTC interprets current law to prohibit pre-screening for all forms 
of target marketing except the marketing of firm offers of credit, pre-screening goes 
on nevertheless. Unless Congress eliminates the current legal ambiguity, the prac- 
tice that ao many consumers lind invasive and ofTensive will simply continue. 

Of course, the 'consumer consent" principle we embrace would not allow any kind 
of pre-screening, for credit granting or other purposes, unless the consumer allirma- 

tivAlu "tvr^M irt ' Wa Btw ui.nj ftiaanwtintfvf ti^on thai t>in Kill w^dUatib t\kA VTC^m 
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-, - . . approach. At a time when many con- 
1 debt, and moat consumers are alretufy inun- 
dated with oflen of credit, we believe it is bad public policy to accommodate an in- 
duatiy practice that only encourages greater consumer indebtedness and junk 
mail — particularly when important principles of consumer priva^ are comi^vmiaed 
in the pTDoess. By extending the opt-out approach to alt direct marketing purposes, 
and by loosening the "firm oITer" deflnition in the case of credit j>re<sci«enii^ the 
bill dismantles existing privacy protections when they need to be ti^tened. 
Section by Section Discussion 

lite balance of our testimony conunents on sjiecific provisions in the bill, in the 
order in whidi these provisions appear, raising technical concerns and oflenns rec- 
onunendations. Because of the tmte constraints we faced in preparing for uwae 
hearings, vre may submit additional comments at a later time. 
Seotlona 101 and IM (Adverse Action Notices) 

Section 101 of the bill defines the term "adverse action" for purposes of section 
61S of the Act. Under current section 616, creditors and insurance companies are 
required to not^ a consumer if the consumer is denied credit or insurance, or the 
dlBTK for credit or insurance is increased, because of information contained in a 
credit rnwit. Employers are also required to notify the consumer if the consumer 
is denied empkyment on the basis of^a credit report. With section lOl's new defini- 
tion, and amendments to section 615 contained in section 109 of the bill, consumers 
win be notified whenever a credit report is the basis, in whole or in part, on whidi 
any action adverse to the consumer — including, for example, the denial of a rental 
umt or dieck cashing services — is taken. 

We believe these cnanges wilt help alert consumers to the key role credit reports 
play in their lives. Because conaumers are entitled la a free report when tlwy re- 
ceive an advene action notice, these changes will also help improve the accurwy 
of credit reporting. 
Section 102 (Employment Uses) 

This section generally prohibits an employer from accessing an employee's Sle 
without first obtaining the empbyee's permission. This general prolubiUon is a 
strong and necessary (oivacy |)rotection. On the other hand, the bill allows emplm- 



18 employe files with only a general authorization form. This n 



e the employee t 



Seetiona 103 and 109 (Prescreening Opt-out Procedures) 

Here the bill describes the steps the credit reporting industry must take to facili- 
tate the consumer's right to opt-out of a bureau's pre-screening activities. Under sec- 
tion 109, creditors and others that make solicitations based on pre-acreening activi- 
ties must notify conaumera about their opt^iut right and how to exeicise it. Addi- 
tionally, in section 103 bureaus engaged in pre-screening must run newspaper ad- 
vertisements on an annual basis to help notify consumers of their opt-out n^ts. 

While these steps wilt help get the word out, we are concerned as a tedimcal mat- 
ter, that the opt-out proceoures established by new section 604(0 apply, by their 
terms, only to direct mariceting— activities under sectwn 604(eX2). They should also 
apply to credit pre-acreening under section 604(dXlXiii)- 
Soction 100 (Obsolete Information) 

Section 606 of the FCRA currently requires credit bureaus to delete obsolescent 
negative information. This reflects the public polity view that the benefit of tlte dele- 
tion (giving the consumer a "fresh start") outweighs the tienefit of retaining the old 
information (since its age minimizes its relevance anyway). 

Unfortunately, the spirit of section 605 has been undermined by two problems. 
The first problem relates to section 605(a)(4) of current law, which requires bureaus 
to delete the following information under the following timetable: 'Accounts placed 
for collection or charged to profit and loss which antedate the report by more than 
seven years." Bureaus undermine the intent of this seven year obsolescence period 
liy delaying the event that triggers the seven year time clock. For example, a credi- 
tor may not officiallj^ charge-oTT an account for years afler it first becomes delin- 
quent. For example, if a creditor waits 2-ycBr3 from the date the account first be- 
comes delinquent to charge it off, the seven year time period stretches into a &-year 
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"niis piDbkm ii addieaaed in SecUon 104(c) of the bOI. The Mcond problem related 
to •ectioD 606(aX2) of current law, whidi requires bureaus to delete the followins 
information on tlw following Bdwdule: "Suits and judgments whid), from date of 
enby, antedate the report Iqr more than seven years or until the governing statute 
of limiti^ons has expired, whidiever is the longer period.* Because the governing 
statttte of limitations can greatly exceed seven years, we recommend deleting all u 
the words that folbw the words "seven years." 
S«ction 106 OUinvestigations) 

llie bill tii^tens the reinvestigatioQ process under which bureaus are required to 
reinvestigate the accuracy of informatioa disputed by the consumer. Since the blD 
does not, and reasonably should not, impose a 100 percent accuracy standard on 
credit bureaus, the reinvestigation process is one of the prime toots available to 
addeve the level of accuracy consumers need. Unfortuaately, it has not worked well 
for consumers in the past. Consequently, the tightened reinvestigation procedures 
incorpomted in the bill are key accuraiy-retated reforms. 

Allnou^ current law requires bureaus to delete any disputed information that 
tbey learn to be inaccurate or unveriflable during the reinvestigation process, oon- 
BUmen Irequentlv find that the same inaccuracy, deleted once, pops up again in (be 
same bureau's files months later. Under the bill, however, information that is de- 
leted because it is inaccurate or unveriflable cannot be reinserted in the file — Accept 
under one reasonable circumstance, it must be permanently deleted. As Ions as bu- 
reaus have an incentive to comply with this reform through toug^ned civilliability 
proviatona for non-compliance, this reform wilt go a long way toward eliminating the 
tVustrations and burdens consumers now face with the reinvestigation process. 

We would recommend some technical corrections in connection with the one ex- 
ception under whidi bureaus may reinsert information that was previously deleted 
during the reinvestigation process. This exception (page 30, beginning with line 16) 
permits the reinsertion if the person who furnished the deleted inlormation lat«r 
certifies that the information is complete and accurate. For example, althou^ the 
bill requires the bureau to notify the consumer about the reiosertion, it allows the 
notice to be provided o/ter the reinsertion. We would recommend that the notice be 
provided before the reinsertion occurs. 

Additionally, the bill does not specify the content of the reinsertion notification. 
nw consumer should ^ the same notification with a remsertion that he g^s when 
the initial reinvestigation is completed. For example, when a reinvestigation is com- 
pleted, the notice required under the bill (page 31, beginning with line 23} IndudM 
a description of how the disputed information will appear in subsequent repmis, the 
name and i^one number of the person who verified its accuracy, and a rtatement 
of the consumer's rights. The consumer needs this information when the disputed 
information is reinserted, too. 
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Mr. Chairman, Members of the Banking, Housing, and Uiban AJTairs Committee 
("Committee"), my name is Robert D. Hunter and lam Executive Vice President at 
The (%ase Manhattan Bank, NA. 1 am presenting this testimony on behalf of the 
American Bankers Association,' American Financial Services Association,* 



'Hw Ammcsn Banken Assodstion is the national Irsde ssaocistion repreaenlinB conuiMreisI 
banks of sll siias, types, and locstiona. The combined aueta of our memberi represent approd- 
inale1y96parcTOtaf'Uieinduatry UitaL 

'The American Financial Seivices Aasodalian is (he Nation'i largest trade saaociatioa rep- 
resenting iKMi-bank providm orconiumer flrundal wrvices, including credit card issuen. Otbb- 
Diied in 1916. AFSA reprHents 367 cotnoanies, oporaline 10,010 oTSca, engaged in the Bten- 
sion of S190 billion at consumer credit Ihrouehoul the United Stales. These coirmaniea lai^e 
(hxn independently-owned coniumer Hnanco oncca to the Nation's largest flnandsl servicea, re- 
tail snd ■utonobile csmpanies. 
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Conaiuner Bankera Association,' MasterCard International Incorporated,'* and VISA 
UJ9A. Inc." (the "Aaaociatioos ). Tlie Associations appreciate the opportunity to ap- 
pear before tlie Comnuttee to present our views concerning credit r^Mrting and the 
amendmenU to the Pair Credit Reporting Act rFCRA') included in the Consumer 
Kemiting Beform Act of 1993 (*%. IBS"). 

Hk AsBodations appredat« this Committ«e'B attention to the FCRA and the need 
for soon accuracy in credit files, lliis Congressional focus has encouraged signifi- 
cant diaages in the way consumer information is collected, maintained, and re- 



ationa of cndit reporting systems. The members of the Associations depend on these 
syidams to provide infoimatbn vital to the proceaa of making sound judgments con- 
caraiag proposed credit transactions and tor other purposes contemplated by die 
FCRA. In addition. Association members regularly provide information to consumer 
reporting agencies braed on Uieir experiences witn consumers. Accordingly, this tes- 
timony locuses on issues which aflect those who receive information from, end sup- 
phrinnrmation to, consumer reporting agencies. 

The Congresafonal deliberations on FCRA have been prompted by concerns ex- 
laed legardins the continued cncctivenesg of the FCRA, particulariy in view of 

many tedinological and other changes whidi have taken place ainoe the FCRA 

was enacted. The principal concerns that have driven the Congressional debate 



ffi' 

enacted. The principal concerns that have driven 

s on the accuracy of infonnHtion in credit files and in __^ 

are pwluced from these credit filea. Substantial concern also has been expressed 
regwding consumer access to the information in their tiles and the ability of con- 
sumen to readily understand information in these files and In consumer reports. 
Since Congress began focusing on this subject, significant State and Federal regu- 
lidcny eflMs have been undertaken to address these ooncfima. In particular, over 
the last year and a half, the consumer reporting industry, throupi the Natkm's 
three migor consumer reporting agencies, has entered into consent agreements with 
State Attorneys General and the Federal Trade Commission ("FTC") which mandate 
that each of the agencies adopt extensive changes to their procedures to address 
these and other concerns that have been raised. The Associations believe that the 



consent agreements address the principal issues identified by Congress in its delib- 
erations on the FCRA, including the key issues S. 783 is intended to address. Ac- 
cordingly, the Associations urge the Committee to first examine how these consent 
agreements, and the resulting operational and procedural changes, work in practice 
before fiirther consideration la given to Federal legislation. By waiting until the in- 
dustry has had an opportunity to fully implement the chan^ called lor by the eon- 
sent agreementa, the Committee will be able to more precisely determine what re- 
finements U> the FCRA are required. 

Tbe Associations appreciate the efTorts undertaken by the Members of the Com- 
mittee to deal with difficult issues which have arisen with respect to the FCRA dur- 
ing the past several years. In particular, the sponsors of the bill are to be com- 
mended Ibr the efforts thev have undertaken in an attempt to develnp compromise 
positions with respect to cnallenging issues. In this regard, anv Federal Usi^ation 
to amend the FCRA must be carefully crafted to appropriately balance between the 
interests of consumers, consumer reporting agencies, and creditors and other users 



of consumer reports. We believe, however, Uiat such a delicate balance is mudi 
likely to be achieved after the consent agreements have been fully implemented, «». 
th«r impact has been adequately considered. 

BRIEF SUMMARY OF TESTIMONY 

The legislation before the Committee raises significant operational and other is- 
sues which would be costly for consumer reporting agencies, creditora, and consum- 
ers alike. For example, the provisions of S.783 imposing liability on creditors that 
merely furnish information to consumer reporting agencies could reduce the avail- 
ability of essential credit information as creditors attempt to avoid liability by re- 
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inalitiition* that are licensed Is use the MasterCard service marka in connection with payment 
syilems, including credit cards. 
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..., . .._..,._ ...o. — ^__ — .__ ^_j| ^yj payinenl syslems, 



JyGOO'^IC 



■trietinE tl 
availabuiti 



B the infonnation they fumiih to consumer reporting ageacka. The reduced 

availability at credits inTormHtion would increasG the riska, and thua th« costa, aaso- 
dat«d with extending credit. This coutd have an anti-competitive impact that would 
affect moat eigniiicantly BmalUr creditors that are leas able to abson the Increaaad 



maintau&f and diatribute credit iiiiuiiLLBi<Luii — uamcij, uic i.AJUBujjjd ivi 
ciea — eatabUah procedurea to enaure the accuracy of that iaformation. 

"nie problema created by imposing liability on creditors that fiirnish information 
to conaumer reporting agendea would be compounded by the proposal to require 



creditors to reinvestigate consumer disput«B within a statutorily mandated and rig- 
idly short time perioo. Creditors currently investigate and, where necessaiv, provide 
to consumer reporting agencies the facta needed to correct ermnecniB inlormation. 



In addition, the iS-uth -in- Lending Act already requires creditore to investigate 
consumer claims of inaccuracy concerning information reported on monthly state- 
ments. Thus, the existing Federal statutory framework already pravidea adequate 
protection in this area. 

It also is unneeessaiy and unwise to impose statutorily a 30-day time limit for 
reinvestigating consumer disputes regarding information in ciMit files. Host 
consumer disputes currently are reaolved within 30 days. Moreover, the cominentaiy 
on the FCRA ("FCRA CommenUiy") adopted by the FTC already requires that nust 
disputes be reaolved within that time frame. The FTC leci^izea, however, that 



Ibe AaaociaUoiis believe that any F _ „ - 

GOnlLrm the permtssibiUty of, and facilitate, preacreening. Aa the FTC and Federal 
banking agendea have recogniied, prescreening does not unduly infringe on the pri- 
vacy rinita or other Interests of ooasumers. Instead, preacreeniog benefits conaam- 
ers and creditors alike by reducing the costs of marketing and using credit products, 
increasing the availabibty of credit, simplifyins the process of applving for credit, 
and reducing the likelihood that consumers willreceive solicitationa for products far 
whidi they would not qualify. Although S. 783 would confirm the permiaBibility cj 
prescreening, the existing langua^ would cause operational difficulties for creditora 
en^aing in prescreening by creating uncertainty regarding the circumstances under 
whidi a prescreened oITer may be withdrawn, and by rigid!^ restricting the infonna* 
tion that may be included in a prescreened liat. In view of the signlficamt beniafita 
prescreening provides to consumers and creditors, sudi o perationar issues should be 
avoided. 

If Congress detenninea to pursue FCRA legislation, it should clarify the permis- 
sibility of sharing information among affiliated companies. It is clear that dtvialons 
or departments of the same company may sharo information under the FCRA, but 
then is leM certainty with respect to sharing among organizations, sudi aa banking 
companiea, that are reouired or choose to operate many of their activities thrau^ 
aeparate aflUiated legal entities. Sudi organizations should not be disadvantaged 
becauae of legal or other considerations which require or make it prudent to operat* 
throu^ separate aflUiated companies. Accordingly, any FCRA legislation diould 
clari^ that sudi oi^aniiaUona are permitted to share information among their af- 
filiated companies, just as departments or divisions of the same company may share 
information. S. 783 provides helpful clarification on this issue. 

S,783, however, would unnecessarily restrict the purposes for which a consumer 
reporting agency may furnish s consumer report in connection with a non-credit o 
insurance transaction involving a consumer. In particular, the bill vrould oeate ua 



certainty regarding the ability of a bank or other user of consumer reports to obtain 
a consumer report to review an existing business relationship. Ihe ability to do so 
In connection with bans and credit accounts is clear under the FCRA and thonld 
not be precluded with respect to other existing customer relationships. 

Ihe obsolete information provisions of the oill also include unwarranted amend- 
ments to the FCRA. In particular, the Associalions believe that the exception to the 
olMoteta information provisions of the FCKA for large dollar transactions should be 

Seserved, not repealed, as provided under S.783. Information whidi is older than 
e applicable obsolescence time framed under the current FCRA (ten yeara for 
bankiuptCT information, seven years for other infonnation) should continue to be 
available in connection with larger transactions which involve hi^ier risk and can 
reoiire more sophisticated undenwriting analyses. Ultimately, creoutors, and not the 
Federal Government, must select and apply the criteria neceaaary to qualify for par- 
ticular loam. Moraover, the obsolete information provisions should not be antbed 
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to reports made in connection with commerdal transactions even where such reports 
include personal information. The FCRA i* a conaunier protection statute and appljr- 
Ins it in a commercial context, as would be required under S.783, simply is ungusU- 

Moreover, S. 783 would dramatically expand the scope of the FCRA adverse action 
requirements and require additional, costly, and potentially confusing new adverse 
action diaclosurea. By addins an expansive oefmition of adverse action te the PCRA, 
tiie Ull could require that adverse action notices be Tumished to consumers in inap- 

Siupriate contexU. In addition, the new disclosure requirements would undermine 
ie intent behind the adverse action notice requirementa already mandated by the 
Equal Credit Opportunity Act C^COA"). Congress, in enactins the ECOA, deter- 
mined Uiat consumers would be best served by receiving just the principal reasons 
for an adverse credit decision, including the particular inlbrmation in a credit report 
which contributed to that adverse dedsion. Requiring crediters to provide consumers 
with extensive new disclosures, such as those required by S.783, would substan- 
tially detract from the clarity and userulneas or the statement of principal reasons 
for adverse action currently required under the ECOA and, thus, would be inconsist- 
ent with the Congressional intent of the ECOA. 

Hie restrictions on the use of consumer reports for employment [ninioses whidi 
would be established by S.7S3 also would create significant operational difficulties. 
For example, under the bill, an employer that reviews the consumer report of eadi 
of several job applicants and determines te oITer the position to onl^ one of die ap- 

C" »nts WODld be required to first provide each of the other applicants a copy of 
or her consumer report, and an opportunity to respond te certain information 
in the report, lliis simply is not feasible in many instances, particularly where hun- 
dreds 01 current employees appl;^ for a relatively small number of positions an- 
i^rsjo' 



Federal court for violations of the FCRA. The Associations fully understand and 
•upport the objective of maintaining an appropriate enforcement role for State ofG- 
cials. It is critical, however, that any provision granting expanded Federal authori^ 
be carefully crafted to ensure that State enforcement elTorta are coordinated witn 
the Federal agencies that enforce the FCRA, and to avoid inconsistAnt interpreta- 
tions of the Federal law. Moreover, provisions granting expanded Federal enforce- 
ment authority to State oRicials should be included in the Federal FCRA only if the 
Fedmd taw ia eateUlshed as the national uniform standard governing consumer re- 
porting. 

In sum, many of the provisions of S. 783 would create significant, and costly, oper- 
atfonal problems. Manv of these problems could be avoided 1^ waiting until the ra- 
cent State and Federal consent agreements entered into by ue consumer reporting 
agencies have been fully implemented, and the impact of Uiose consent agreements 
have been carefiilly considered, before proceeding with Federal legislation. If Con- 
gress, nevertheless, determines te enact amendments to the FCRA, the Assodatioos 
strongly urge Congress te simultaneously establish the PCRA as the national uni- 
form consumer protection statute governing consumer reporting. We believe, how- 
ever, that any ptoviaion establishing national uniformity for the FCRA should pre- 
serve the appropriate enforcement role for State Attorneys General and other State 
ofBdals. 

THE IMPACT OF RECENT STATE AND FEDERAL R£GULAT<mY INITIA- 
TIVES SHOULD BE EXAMINED FULLY BEFORE FCRA LEGISLATION IS 
CONSIDERED FURTHER 

Over the past several years, siffnificant concerns have been expressed about the 
effectiveness of the FCRA, particularly in view of the many technological and other 
changes whidi have taken place since the PCRA was enacted. These concerns, 
which have driven Uic Congressional debate on the FCRA, involve the accuracy of 
information in consumer reporting agency files and consumer reports, and consumer 
access te, and ability to readily understand, that information. More specifically, the 
principal concerns with respect to the PCRA have focused on; (1) improving the pro- 
cedures used by consumer reporting agencies to ensure the accuracy of the informa- 
tion they store and furnish; (2) facilitating consumer access to their credit files to 
enable uiem to readily determine what is included in those files; (3) ensuring that 
information ia furnished to consumers in a readily undentandable format; (4) im- 
proving the procedures used to reinvestigate disputed information and ensuring that 
reinvestigations are completed promptly; (5) ensuring that information previously 
deleted Irem a consumer's file as inaccurate or incomplete is not improperly 
reinserted; and (6) improving diaclosures made te consumers regarding their ri^t 
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to obtain and carrect inTonnaUoii in credit flies. Thete cmicern*, whkh have prompt- 
ad the ongoing CongrcBaional deliberations on the FCRA, laively have been ad- 
dreased throum State and Federal regulatory elTorts and througn a variety erf' meaa- 
ures voluDtaruy undertaken by the coosumer reporting industTy. 

In the last year and a half, the consumer reporting industry, thiou^ the NaUon'e 
three mt^r consumer reporting agencies, has entered into consent agreement) (and 
■imilar arrangements) with State Attorneys General and the PTC whldi mandate 
that «adi of the agencies adopt extensive cnangcs to their procedures to addresa the 
principal iasues ioentilted by Con^ss in its deliberations on the FCRA. For exam- 
ple, the consumer reporting agennes are required to adopt new procedures to enaure 
that information is accurate before it is stored and used, and to prevent information 
pertainins to one consumer Irom being reported as part of another consumer's credit 
oiatniy. Tne agencies also must respond rapidly to any requests from consumers to 
review their credit files. Specifically, under the consent agreements, the agendea 
must respond to such consumer requests witliin four business days after ue re- 
qoert. lltt agendes also ate required to adopt procedures to make it easier lor con- 
sumers to access their filea. These include establishing loll-free telephone numbers 



a baaed on a report, and limiting the fees consum- 
__B may be charged Ibr access to their filea under other circumstances. In addition, 
th« oonsent agreements specil^ that when a consumer requests the information in 
LI — p jjgp credit files, the information must be disclosed m easi^ understandable 
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» consent agreements also address concerns raised r^arding the pmcedures 

used to reinvestigate disputed information. In particular, the consent agreements 
provide that reinvestigations must be completed within 30 davs, which is the some 
standard sou^t in S.783, and, like S.783, protect against tne reinsertion of pre- 
vlouslv deleted inacmirate or incomplete information. Just as importantly, the agen- 
dss also have agreed to provide increased and improved diocloaures informing con- 
■nmers of key consumer ri^ts under the FCRA, including the rights to examine 
and oorrect ii^rmation. 

In addition to the extensive new procedures adopted by the consumer reporting 
agsodes pnrsuaat to the consent agreements, the industry Is woriclng towards vol- 
nntarfly inq>lementing additional standards to further improve industry peifbrm- 
■nce and protect oonsumers, such as throu^ the implementatioa of n new auto- 
mated dispute lesolution system to aid in responding promptly to consumer retpieats 
to reinvestigate lite information. 

As a reaiut of these sinificant recent developments, we believe that the principal 
inues wiiidi have fiieled Ote debate on FCRA amendments have been addressed. 
^M Assodations ur^ the Committee to first examine how these conaent agree- 
ments and other initiatives vroik in practice before further consideratioo is given to 
Federal le^tlation. In this regard, by woitins until the industry haa an oppntuni^ 
to fiitly implement llie dianges called for by the consent agreements, the Committoe 
will be able to more predsely determine what refiocments to the FCRA are re- 
quired. 



big the oast several years. In particular, the sponsors of the bill are to be com- 
mended Mr the efToiu they have undertaken in an attempt to develop workable 
oampramiae positions mth respect to challenging issues. Ai^ Federal legislation to 
amend the PCRA must be carefully crafled to appropriate^ balance between the 
needs of consumers, consumer reporting agendes, and creditors and other users of 
ooasumer reports. We believe, however, that audi a delicate balance is much more 
Iflcely to be achieved after the consent agreements discussed sbove have been fully 
Implemented, and their impact has been carefuUy considered. In this regard, many 
of tba provisiona of S. 783 would create significant operational and other problems 
wfaidi could be avoided throu^ such careful consideration. The following is a tnrier 
diacussion of some of the more significant iasues raised by the bill. 
Imposition of Obligations on Craditors That Provida Information to 
ConsuBMr Reporting Aganclee 
S.7S3 would impose new obligations, and potential liability on creditors and oth- 
ers that furnish Information to consumer reporting agencies. For example, the UU 
would require creditors that regularly furnish their experience infbrmatlon to a 
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InfitmuiUoii U iocomplete or Inaccurate, and to provide the agency with may correo- 
tions to the inlbniyitioii, or any addition*! information, neceaaaiy to make it eom- 
pleta and accurate. In addition, the bill provide! that where a conaumer dl^atet 
with a creditor the occuracjr or completenesB of Information fumiabed to a conaumer 
reporting agenn, the c>«ditor may not continue to fumiah that informaUon to the 
agency unleaa the oreditor takea ateiM neceuaiy to indicate that the particular in- 
fOTmnion, out of the thouaanda or milliona of items of information reported, ia aub- 
Ject lo MUM type of dispute. 

nw Aaaociamna believe that It ia both unwise and unneceasary to impoae audi 
■t«tutoiv requirameata on creditors under the FCRA. First, it ia important to under- 
atand ttiat creditora are not compensated for the information they provide to 
oonaumer iBportino; agencies. Creditors provide that information so that the infor- 
mation will be avulable to create the credit history needed by consumers to quali^ 
for loan* from olhtr creditors and for additional beneficial purposes, such as msur- 
ance or employment. So it is the consumer and the consumer reporting agency, and 
not the creditor. In th« drat iastance thai benefit from the reporting orthis informa- 
tion. As a result, the imposition of Mgnificant new requirementa, and potential li- 
abill^, on creditors for furnishing information to consumer reporting ageoeiea can 
provide a strong economic didncentive to providing that information. 

In addition, creditors already have sulndent motivation to ensure that informa- 
tion they piovide to consumer reporting fancies ia accurate and complete. In pro- 
viding iiifannation to consumer reporting agendea, creditor* normally report the 
status of ea^ loan or account (tncludinR the outstanding balance and the payment 
statue, whether poaitive or negative) as tt appears that month in their own recoida. 
Becauae this same informatian is essential tor the creditor'a own eolleetion activities 
and for ita other internal purpoaea, such as the creditor's reports to its regulatory 
agency a* to its auditors, creditors already must maintain accurate records. As a re- 
~ult, creditora alrea^ have sufficient incentive to correct any inaccuracies in the in- 
"o fiimishedby creditora to consumer reporting agencies. 



Similarly, creditors that provide information to consumer reporting agendea de- 
pend on thoae agendea to provide to them accurate credit information that can be 
„— J 1- j.»ijt-.. ...k.^i... tg extend credit in connection with future applications. 



ns, therelbre, provide accurate information to consumer reporting agencies 
un;BUBe they, in turn, expect to receive from such agencies information wat is reli- 
able and uaenil in controlling credit risk. 
Just as importantly, pnicedum lecentljr implement«d by the coosumer reporting 

Siendea further ensure that inaccurate information is excluded from their files, 
ore Bpedfically, under the consent agreements discussed above, consumer report- 
ing agencies must fallow reasonable procedures to detect erron in informatian they 
receive. In addition, the agencies must adopt s standard format for use by those 
th^ fiimish information to the agendes in order to avoid the contusion that can re- 
sult when information on the same consumer is received from different sources 
using different formats. 

Moreover, the FCRA alreadv contains adequate safeguards to ensure that any in- 
accurate information indudea in a consumer's credit Tile can be corrected. In par- 
ticular, the FCRA already requires tiist a consumer receive notice if adverse artion 
ia basedj in whole or in part, on informatian contdned in a consumer report. 'Die 
FCRA also requires consumer reporting agencies to: (1) allow a consumer to obtain 
information regarding his or her credit file; (2) reinvestigate and correct inaccura- 
des alleged by the consumer, and (3) allow the consumer to indude a dispute notice 
in his or her credit file to notify others subsequently receiving a consumer report 
on the consumer that information in the report may be inaccurate. These pincedures 
have been strengthened as a result of the consent agreements entered into by the 
consumer reporting agendes. 

Thia allocatioi) of responsibilities under the FCRA, which essentially requires the 
consumer r^mrtlng agendes to ensure that their credit files are accurate, should be 
preserved. Consumer reporting agencies are, and always have been, in the best posi- 
tion to take on this responsibility because they, unlike creditors, actually possess, 
or have access to, all or the data relevant to a consumer's credit file. In addition, 
becauae a relatively small number of consumer reporting sondes service the vast 
msjortty of ocditors, and because tens of thousanos of creditors use these systems, 
it is incontrovertibly more cost eflcctive to continue to require the conaumer report- 
ingagenciea to ensure the accuracy of the consumer credit files they maintain. 

llie proviaions of S.783 would change si^ificantly the allocalion of responsibil- 
ities under the FCRA and could have a chilling effect on creditors that fiimiah infiv- 
mation to consumer reporting agencies. Every month creditors provide tens of mil- 
lions of items of information to consumer reporting agendes. If each item of infor- 
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maUon provid«d by ■ creditor creates the potential for liability under the FX7RA 
(ef ., St^ enforoement offldals could recover, among other things, $1,000 per viola- 
Uon under aection 112 of the bill), many creditors, who as indKated above are not 
compenuted Tor providing thia information, may diooae not to provide any informa- 
tion to consumer reportmg agencies, or to reduce substantially the infonnation they 
report to the agencies. Thia would adversely affect many consumers because they 
may not be able to build sufTicient credit records on which creditors can relv when 
those consumers apply for credit. The problems created by the absence of sucn infor- 
niatfon would be particulaiiy acute in connection with consumer appUcatJons fbr 
larger loons, such as thoae necessary for purchasing homes. 



ers must pay fbr credit. This alao would have an anti-competitive impact on credi- 
tor!. Large creditors writh a sizable customer base would oe better able to absorb 
the cost of the increased risk than would smaller creditors with more limited cus- 
tomer baaes. As a result, smaller creditors would find it difTinilt to price their prod- 
ucts to compete wilJi larger creditors. 

A shortage of credit inTormation also would decrease competition by making it dif- 
ffcult for creditors to serve conBumera acroBs the country thniu^ nations credit 
programs. In this regard, without acceas to the credit information currently avail- 
able from consumer reporting agencies, it simply is not possible for a creoitor lo- 
cated in a single geographic area, to extend credit te consumera in all SO States. 
Moreover, the types and amounts a( credit available to consumers could be re- 
stricted. 
Disputes Concaming Accuracy of Credit Information 

The FCRA currently requires a consumer reporting agency to reinvestigate and, 
if necessaiv, correct iaformation disputed b^^ a consumer within a *^asonable time. 
S.783 would establish a maximum 30-day time limit for completing reinvestigations 
oTinibrmatlon disputed l^ a consumer. 

Hie Associations believe that a statutoiy maximum 30-dav reinvestigation period 
is nnnecesaaiy and that such a rule would be inflexible to diTferences in individual 
drcumstanoes. Hie FCRA Commentaiy alreadv providea that consumer reportiiw 
agendas should be able to reinvestigate most disputes within 30 days and, thus^l- 
raody estobtidies this time period as the standard or tar^t. However, the FCRA 
Commentary recognizes that a rigid time frame of 30 days is not workable and indi- 
cates that a 'Veasonable time" lor a particular reinvestigation may be shorter or 
n the circumstances of the dispute. 
, iviaions requiring leinvestigation of disputed infbr- 
o is to ensure that infonnation maintained ny consumer reporting agencies on 

's accurate. By requiring that reinvestigations of disputed information be 

compieieo within 30 days, the bill emphasizes speed in reinvestigating consumer 
disputes at the sscririce of accuracy in resolving such disputes. Moreover, such a 
Bp^fic 30-day time limit is unreasonably abort when compared to error resolution 
periods provided under other Federal consumer protection taws. For instance, the 
Truth-ln-Lending Act normally permits creditors two lull monthly billing c^es or 
90 dajrs to resolve billing errors on credit card accounts, and the Electrouc Fund 
Transfer Act allows an error resolution period of up to 46 days for ATM transactions 
and up to 90 days for debit card transactions. 

Hie creation of an inflexible, short time frame for resolving allegations of file inac- 
curades under the FCRA is particularly troublcseme in lignt of the recent difficul- 
ties experienced with credit repair clinics, a problem whiui the Committee also is 
" ■ ' ■ " '■' """ ""le primaiy purpose of many of these clinics 

reporting agencies with a multitude of bur- 
require agencies to delete negative credit ex- 
net, because they cannot comply with 



a consumer reporting agencies, creditors, and consumers. 



consumer may provide to the consumer reporting ogent^ additional "relevant inlbr- 
mation" regardmg the dispute at any time during the 30-d^ reinvestigation proc- 
ess, and the agency is required to review and consider that mformatioa during Um 
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30-diQ' time period- Thia would create severe operational difTicultiet for the agency 
invomd in toe reinvestiDatioii proceu. In this regard, the 30-day reinveati^tton 
time frame ia not extended if a consumer submits adcutional relevant information 



pcwtlog B 
finune, an 



notify a consumer re- 



tion regarding the dispute (or disputes). As a practical matter, the consumer report- 
ing agency au&ply would not have time to consider the relevant information prior 
to the termination of the 30-day period, and the agency would have no choice but 
to eliminate the disinited infonnation from the consumera file. 

S. 783 alao would impose new reinvestigation obligations on creditor* that (iimish 
infiannation to consumer reporting BAenciea whidi subsequently is disputed by a 
oonaumer. Afore apeciricallv, sudi creditors would be required to: (1) complete an in- 
vestigation of the disputed information; (2) review all relevant Information submit- 
ted l^ the consumer to the agents and passed on to the creditor; and (3) report the 
res&lta of the investigation ta the agency. Under the bill, this process must oe com- 
pleted within the "^-day period" alter the agency (not the creditor) receives notice 
of the dispute from the consumer. This couta leave a period as sAort as 12 da^ to 
receive, reinvestigate, and respond to a dispute regarding information submitted 
months or even years prior to the dispute. 

The FCRA already requires a consumer reportinff agency to reinvestigate informa- 
tion disputed by a consumer, and in parUcufar to check with the creditor that origi- 
nally supplied the information and inform the creditor of the nature of the consum- 
er's dispute. In addition, current agreements between consumer reporting ageneic* 
and creditors typically provide that the creditors must reinvestigate and connrm in- 
rormiAian repented to the agencies by the creditors and subsequently disputed by 
a oonsumer. These procedures have been enhanced by the consent agreements en- 
tered into by the three m^jor consumer reporting agencies. In particular, the 
consumer reporting agencies now are required to adopt even more extensive pToce- 
dnrea for resolving consumer disputes, including providing the consumer with an 
updated version of his or her credit report alter the reinvestigation has been com- 
pleted, niese procedures are in addition to the voluntary industry efforts to further 
mtprave induat)? peribrmance and protect consumers, such as the eHorts underway 
to implement a new automated dispute resolution system to aid in responding 
promptly to consumer requests to reinvestigate file information. 

Moreover, as noted above, creditors rely on the information contained in the files 
of consumer reporting agencies and incur increased risk of credit losses when that 
information is inaccurate. Creditors also have strong incentives to respond to re- 
quests to reinvestigate disputed information in order to maintain good relationships 
with their customers. As a result, when a creditor is contacted by a consumer re- 
porting agency and notified that infonnation supplied by the creditor has been dis- 
putedby a consumer, the creditor already is obligated and independently motivated 
(o take appropriate steps to investigate and, if neccssaty, correct that ioformation. 

Also, wnen a consumer notifies a creditor that information reflected on the con- 
sumers monthly billing statement for an open-end credit account is incorrect, the 
Truth-in-Lending Act already requires the creditor to investigate the coosuiiwr's 
claim and, if necesaary, correct the information. Additionally, until the consumer's 
daim ia resolved, the ciwUtor may not report to a consumer reporting agency or any 
other third par^ that the consumer's account is delinquent as a result of the con- 
sumer's refiisal to pay a disputed portion of the outstanding balance on the credit 
account. 

In addition to being unnecessaiv, it is quite likely that the reinvestigation provi- 
sions of the bill would result in a dramatic increase in costly litigation against credi- 
tors and others that fiimiah infnrmation to consumer reporting agencies. For exam- 
ple, under the bill, a consumer would be permitted to commence an action against 
a creditor for failure to "Veview relevant information" submitted by the consumer 
~'n connection with a dismite. Questions whether the creditor has conducted the ade- 



quate "review" requirea under S. 783, or whether information submitted by t 
consumer is "relevant' are questions of fact which typically can be resolved ot , 
throng costly litigation. Consequently, the bill woum subject creditors to substan- 



tial litigation exposure in return for furnishing experience information free of charge 
to consumer reporting agencies, and ultimately, to competing creditors. 

Furthermore, the unreasooably shori^ 20-day time period during which creditors 
must complete, and report the results of, their investigation of disputed information 
could easily result in technical violations of the FCRA. In this regard, because the 
bill would permit a consumer reporting agency to take up to *6 business days" to 
notify a creditor of a dispute regarding inrormation ruraished to the agency by the 
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._,t, the rainveatimtioa Dbligationfl that would be imposed an creditora under 

S.788, Hke the other obugationa impoBed under the bill on those that furaish infor- 
mation to conmmer reporting agencies, would create aignifKant new exposure for 
creditors, "niia m^ cause many creditors to choose to stop or reduce repotting of 
their experience information to consumer reporting agencies. As diacusaea above, a 
reduction in the availability of (udi information would have ma adverse impact on 
creditors and consumers alike. 
Pr n rr ro nit i g Provision* 

For two decades, prescreening has been used by credilora and others throu^out 
ttie United States as a cost efTident way to help identify consumers who are quali- 
fied for, and interested in, various credit products and other financial servioea. 
Pr^KTeening begins when a creditor selects the criteria necessary for a consumer 
to quali^ Iot the contemplated credit product, whidi tyi>ica]ly include such factors 
as the ansence of late pigments or bankruptcies and evidence of aucceasful use of 
credit in the paat. The creditor then provides the criteria to a conaumer reporting 
agency and instructs the agency to compile a "prcscreened list" of conaumera who 
meet the criteria. The prcacrecncd list can be prepared either from a list supplied 
by the creditor or created solely from the consumer reporting agency's files. 

A prescreened list typically contains brief information identifying the consumers, 
but does not include the specific line item credit information normally found in a 
Gonaumer repoit. Once the prescreened list has been prepared, the creditor m^y re- 
ceive the list from the consumer reporting agency and ofler products directly to the 
consumers on the list. In most instances, no we vcr, the creditor does not actually re- 
ceive the list, but instead instructs the consumer reporting agency or a third party, 
such as a mailing service, to send an offer to the conaumera on the list. 

Almost 20 years ago. the FTC, after full consideration of the issues involved in 

fireacreening, conduoea that prescrecning is pemussible under the FCRA. The FTC 
bund thst preacreening "results in no significant harm to consumers and ... is not 
incoDsisteut with the basic purposes of the [FCRA].* 16 C.F.R. S600.5 (1990). The 
FTC, in the FCRA Commentaiy has rcconlimied the permissibility of preacteenlng 
and reiterated that the FTC "continues to believe the privacy infringement is mini- 
mal in prescreening, compared to that whidi occurs when a creditor obtains a Aill 
consumer report on a credit applicant. The consumer's credit hiatory is not reviewed 
by the creditor; rather, his or her name is simply included (or not) on ibe list pro- 
vided to the creditor." E5 Fed. Reg. 18.804. 18.807. footnote 14 (1990). The Federal 
Financial Institutions Examination (^ncil ("FFIEO, whidi is composed of the 
principal Federal banking agencies, also recognized the permissibility of 
prescreening in its November 22, 1991 policy statement on that topic. 

Unquestionably, the FTC and FFIEC are correct in concluding that prescreening 
does not undulv infringe on the privacy rights of consumers protected under tlie 
FCRA. As notea above, during a typical prescreening exercise, even if a creditor ac- 
tually receives a list of consumers, that prescreened list does not contain a descrip- 
tion of a consumer's credit hiatory or Ihc other specific credit information tvpically 
included in consumer reports. As a result, even in instances where the creiUtor re- 
ceives such a list, the list cannot be used to obtain specific credit, financial, or other 
private information about consumers on the list. 

Similarly, any such privacy concerns are nonexistent with respect to the more 
common prescreening practice where the creditor does not a^ually receive a 
prescreened list and the consumer reporting agency itself, or a third party which 
nas no knowledge of the screening criteria, provides an offer of credit directly to con- 
sumers on the prescreened list. Di either case, there is no disclosure of any private 
infbrmation about the conaumera involved in the prescreening. More specifically, 
Uiera is no disclosure to a third partv if the consumer reporting agency mails the 
solidtationa directly to consumere on behalf of the creditor, and the identities ofthe 
conaumere on the Uat are meaningless to a third party mailing service because Uie 
service does not know the criteria used to develop the fist. Furthermore, the creditor 
is not aware of the identity of any consumer on the list until a consumer elects to 
reapond and request the credit offered. Under such programs, the consumer's pri- 
va^ is fully protected because the identity of the consumer is not even revealed to 
the creditor unless and until the consumer decides to contact the creditor about the 



offer, just as is the case with any other request or application for credit. 

In short, prescreening simply does not raise any privacy concerns that require 
protection under the FCRA. However, even if it is assumed that prescreening does 
involve some privacy concerns, sudi concerns are, at most minimal as has been rec- 
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Ogniied repeatedly by the FTC. Moreover, audi ooncems pale in compaiison to the 
•ubatantial benefita prescreening provides to con Burners and creditors alike. 
Prascreening reduces uie cost of marketing a credit product by enabling a creditor 
to nBTTOwlylbcua some of its solicitation jprograms on consumers who are interested 
in and likely to qualify for the credit oflered, rather than randomly soliciting con- 
aumera at large, many of whom mEiy not meet the criteria needed to qualil^ for that 
parUcular credit product. Consumers who are solicited throu^ prescreening benefit 
horn these cost reductions throu^, among other things, reductions in the coat of 
credit. 

Id addition, because prescreening enables a creditor to identify and solicit oon- 
tumera who may be interested in the product offered, prescreening actually may re- 
duce the chance that a consumer will receive unwanted solidtations. Similarly, be- 
cause prescreening allows a creditor to target consumers who are likely to qualify 
for the credit offered, prescreening reduces the chance that consumers will receive 
solicitations for products for which they simply da not qualify. This not only reduces 
unproductive mailings to conBun>crs, but also reduces the likelihood that a cons 
will generate needlessly an unfavorable credit record. Without preBcreening, i 
consumers would submit applications for credit products for which they do not quai- 
ls. The resulting inquiry and credit denial could then become part of their credit 
history. Consumers solicited through prescreening also enjoy the convenience of ob- 
tafning credit products through on abbreviated process, rather than preparing a full 
application typically used in connection with other marketing methods. 

Althou^ prescreening is on efficient means of narrowing the focus of solicitation 
programa, creditors also continue to employ other credit marketing methods. For ex- 
am^, creditors that utilize prescreening continue to solicit consumers thnni^ 
media, print, and other means of advertisement. Prescreening supplements these 
more traditional marketing methods by providing a means to solicit consumers who 
currently otherwise may not apply for credit. As a result, prescreening is used by 
creditors to increase, not reduce, the availability of credit to consumers. 

Prescreening also does not adversely affect the credit histories of consumers. AI- 
thou^ consumer reporting agencies may make an entry in a consumer's file each 
time the consumer is the subject of prescreening, that entry ordinarily is disclosed 
on^ to the consumer in response to the consumer's request to review the informa- 
tion in his or her file. Such information generally is not provided to creditors who 
aubsequentlv seek credit information on the consumer. 

In view of the substantial benefits that prescreening provides to creditors and con- 
sumers alike, the Associations believe that if any lenslative action is taken with re- 
spect to prescreening it should clarify the permissibility of, and facilitate the use 
of, prescreening. AltAough the prescreening provisions of S.783 apparently rep- 
rnent a good beginning towards accomplishing those objectives, the provisions could 
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_ , cular, the definition of "firm offer of credit" set forth in the bill would ci 

ate uncertainty regarding the circumstances under which a creditor may withdraw 
1 prescreened offer of credit. The definition provides that the creditor may review 
report and other information for each consumer responding to a 
„ offer to determine whether the consumer meets "^he criteria used to 
select the consumer for the orfer.' As noted above, consumers are selected for the 
'ofTei'' when they are included in the prescreened list prepared by the consumer re- 
porting agency based on a review of information included in the agency's files, "nmn, 
uie criteria used to select the consumers for the "offer' are those criteria identified 
Iqr the creditor for the credit product offered whidi can be checked against the infor- 
mation maintained in the consumer reporting agency's files. The information main- 
tained by the consumer reporting agencies generally does not include important 
data, such as the consumers income, or even whether the consumer is employed. 
As a result, it is unclear whether a creditor would be permitted under S.783 to re- 
view such information because it typically is not among the criteria used by the 
consumer reporting agency to compile the prescreened list and, thus, would not be 
among "the criteria used to select tne consumer for the offer." 

783 also would impose rigid restrictions on the information that may be in- 

,,. _ ._*■,... my_... - --'"--'ly^ the bill provides that a prescreened 

__, _ian names and addresses and "informa- 
tion pertaining to a consumer that is not identified or identifiable with the 
consumer.' lliese restrictions, which apparently are intended to address privacy 
concerns, sra unnecessary. In this regard, the bill would ensure that consumere are 
notified of the existence of prescreening and are provided an opportunity to prevent 
any prescreening of their credit files. These notice and prescreening 'opt out provi- 
sions should be more than adequate to address any privacy concerns regarding 



S.783 also would impose rigid restrictions on 
eluded in a prescreened list. More specifically, th 
list may not include any information other than n 
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prescreenediist is uanecessaiy. 

B&reover, these reatrictiona would create operational dilTKultieB for creditors eo- 
ga^ns in prescreening. Id particular, because the only identifying information that 
oould oe included in a prescreened list ia the names and addresses of the consumers 
on the list, it would be dtDicult in many instances for creditors to determiDe that 
eadi consumer who responds to a prescreened oITcr was in fact the person included 
on the prescreened list. Without information such as date of birth, telephone num- 
ber and other similar identifying information, it otlen ia difficult or impossible to 
distinguish among conBumera with the some, or similar, names, Thus, for example, 
creditors would not be able to distinguish between a response by the consumer who 
actualK was prescreened, from a response by a family member or other person wiQi 
■ ■imiuu' name and address who was not included on the prescreened list or even 
part of the prescreening process. 

In addition to these issues, the prescreening provisions of S.783 also raise con- 
cerns whidi could have an even more direct adverse impact on consumers. For ex- 
ample, consumers m^ wish to avoid prescreening with respect to some crediton or 
pioducts, but not others. However, the opt out provisions of the bill would not per- 
mit consumers to make such choicea and would require consumers to decide between 
inclusfon in prescreened lists for all creditors and products, and complete exduskm 
from all prescreened lists. On the other hand, even if a provision that would allow 
consumers to select certain prescreened lists were operationally feasible, audi a pro- 
vinon would create significant costs and require substantial svstema changes that 
would likely make it unfeasible from a cost perspective. In order to mitigaie these 
canceros, it is important that a reasonable time limit be placed on a consnmet's 
election to opt out, such as the two-year time limit that would be established under 
S.783. 

Prescreening ekcluaion provisions also actually may have an anti -competitive im- 
pact. For example, creditors could begin providing existing customers with forma 
permitting them to r^ect all prescreening programs they otherwise mi(^t receive 
from competing creditors and afTirmatively encouraging their customers to submit 
K!JMtion Mnns. Such anti -competitive behavior would preclude cieditors that rely 
on prescreening as an efTicient means of identifying creditworthy consumers flmn 
sending information regarding competing products. It also would deny conanmen 
convement access to information needed to compare and select among various com- 
peting ci<edit programs. 

In short, although the opt out provision apparently is intended to benefit consnm- 
era, providiiu consumers with an express statutory right to avoid indudon on 
prescreened ufsts could reduce or even eliminate the use of prescreening to the det- 
riment of consumers and creditors alike. If prescreening is restricted or eliminated, 
oonaumers will bse convenient access to important credit information that facili- 
tates comparison shopping among various credit programs. This result dirwtly con- 
flicts with Congresswnal policiea. For example, tne furtherance of such oompariaon 
shopping is an important purpose of the Fair Credit and Charge Card Diuloeare 
Act of 1988 which was enacted during the 100th Congress. 
Deftnitloii of Consumer Report 

"Hk definition of "consumer reoort" included in the FCRA, which would be amend- 
ed by S.783, has created considerable uncertainty regaling the permissilrility of 
duiiug information among related entities. Generally, any communication of infor> 
mation bearing on a consumei's creditworthiness or other specified consumer char- 
acteristics nay be covered by the definition of consunKr report. The entity liirnish- 

ing sudi a conmnini cation runs the risk of becoming a c " 

and being suttject to all applicable requirements of the F __ _ , __ 

U clear that informBtion shared among departments or divisions of the same Iml 
entity is not covered by the definition of consumer report because the information 
ia not conmiunicated to a third party. On the other hand, it is less clear wheUter 
eommumcaUooB of information among aeparate affiliates of the same organisatioik 
are covered. In this regard, separute but affiliated legal entities have been deemed 
to be third partlea for purposes of the FCRA. As a result, oiganications, such as 
bank holding companies, which are required by law to operate throu^ separate 
legal entities in some context^ sudi as interstate banking, are placed at a disadvan- 
tage when compared to organizations that are free to operate throu^ departmenta 
or divisions of Uie same legal entity. Similarly, organizations that choose to operate 
through aeparate legal entitiea for sound business and legal reasons are aleo dis- 
advantageo. 

The Associations believe that this disparity should be addressed in any Federal 
legislation to amend the FCRA. Any such legislation should confirm the pemuMibi]- 
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■ P ur po— far Furnishing Consumer Reports 

S.7SS would amBiid the permiuible purposes section of the PCRA to provide that 
with respect to a 'busioesi tranuctiDn" involving a consumer (i.e., a consumer 
tnmawtion other than a credit or insurance transaction), a consumer reporting 
*9Ban nuiy Aimish a conaumer report on the consumer onl^ if the tranuction is 
'tt**'"*'*^ KT the consumer or li a non-conaumer-ioitiated 'direct mariteting trans- 
BcUon.* Inis amendment inappropriately testricti the purposes for which a 
Gonnuner repoiting agency may mmish a consumer report in connection with busi- 
ness transactions. Under the amendment, it is unclear whether a budoese would 
Im permitted to obtain a consumer report t« review an existing business relationship 
or aoccnut it has with its customer. As a result, the amenoment could eflectively 
preclude businesses from conducting legitimate and necessarv reviews of existmB 
— 'mer relationships based on a consumer report. For example, in connection with 
lit acoounti and other similar products, financial inHtitutiona often provide 

, ooocessions and other benefits to customers based on the customers' strons fi- 

lumclal condition at the time the account is opened. This amendment could preclude 
■ndi liti«Tiri»l institutions from subsequently obtaining a consumer report to deter- 
mine «4tetber the customers continue to qualify for the benefits provided. 

lite AsBodatkins believe that sud) a restriction is entireW unwarranted. In this 
nnrd, once a consumer chooses to commence a business relationship with a flnan- 
dal Institaition, the institution should be permitted t^ utilize conaumer reports to 
conduct periodic reviews of that existing customer relationahio. The ability to do so 
in connection with loans and credit accounts is clear under the PCRA, and should 
not be precluded with respect to other account relationahipa. 
Obwdet* Infmmntfain 
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roport whidi is older than seven years, c 

r—j .ination. The law provides an exception, hi , „ 

transactions. Specitkally. the FCRA permits a consumer reporting agency to furnish 
Information older than tne obsolescence time periods in connection with a credit or 
Iniunmce transaction involving $60,000 or more, or an employment decision involv- 
ing an annual aalary of $20,000 or more. S.783 would eliminate this exoeption for 
lame doDar transactions. 

TIm Aaaodationa believe that the obsolete information provisions currently in the 
PCRA strike an appropriate balance between the interests of consumers in eliminat- 
hu &om consumer reports older information, and the interests of creditors and 
ower users of consumer reports in obtaining access to sufficient relevant Informa- 
tion to enable them to make sound credit and other business decisions in connection 
with large dollar transactions. In this regard, it establishes rasaonable time limits 
on die reporting of inibrmation for most consumer transactions while preserving the 
ability ofcreditors to obtain older information in connection with large dollar ti^s- 
actions. This balance should not be distuihed. The underwriting standards for credi- 
tor* vary greatly depending on the size and roaiiceting strategy of the creditor, and 
the nature of the particular loan or credit account. The FCRA should not be amend- 
ed to establish restrictive statutory rules governing the manner in which creditors 
mi^t otherwise dioose to evaluate accurate and nondiscriminatory information by 
reMricttng the availability of such infonnation from consumer reporting agenciea, 
particulany in connection with large tranaactions. 

Becauae sudi transactions involve greater risk exposure than smaller transactions 
and recjuire different underwriting ^andards and more extensive underwriting re- 
views, it is important that flexibility be preserved to continue to permit cremtors 
to review nondiscriminaloiy information, including older information, that the credi- 
tor deems necessary to control credit risk. Ultimately creditors, and not the Pederal 
Government, must select and apply the criteria necessary to qualify for particular 
loans and crtdit accounts. 

llie bill would fiirther amend the obsolete information requirements of the PCRA 
by providing that any "person' who propares any "credit report" that includes per- 
sonal credit information on anv individual may not include in the report any ad- 
verse information on the indivioual which is more than ten years old or which could 
not be included in a "consumer report* pursuant to the obsolesceooe time frsmea 
discussed above. 

niii amendment represents a significant expansion of the scope of the PCRA 
wlik^ will lead to confusion, and application of the FCRA to Inappropriate contexts. 
For example, by providing that the obsolete information provisions apply to aiqr 
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"credit report' — a t«nii which U aot defined in the FCRA — the amendment would 
only Increase the confiisicn canoemiag the scope of the PCRA whidi has bMn cre- 
ated by the difficulty in interpreting the ciicutar definitions of "tensomer report" 



ins annnr." In this regard, the term 'penon is defined extremely broadly as any 
indivMual, partnership, corporation, trust, estate, cooperative, association, govern- 
ment or gavcnunental subdivision or agency, or other entity." In view of this broad 
ddRnition. this amendment will create eoormouB ^tential for inadvertent violations 
of the FCKA by individuals and other entities which were never intended to be cov- 
ered, and deanv should not be covered by the FCRA. 

Iiforeover, alinouA the language of the amendment ia unclear, it apparently i* 
intended to establish obsaleacence time periods for reports furnished in connection 



commercial transactions. Expanding a conBumer protection statute such as the 
FCRA to cover commercial transactions simjily is unjustified. In addition, placing 
restrictions on the reporting of information in connection with commerciat trana- 
actions would create unwarranted risks for creditors and others that deal with indi- 
viduals in connection with such transactions. For example, under this proposed 
amendment, an individual operating a business could liquidate the busineas in 
bankruptcy resulting in substantial Tosses to creditors, and subsequenthr have the 
information regarding the bankruptcy eliminated from his or her credit nishny for 
commercial jnirposes. Althou^ we understand the need to establish reasonable ob- 
solescence time periods for consumer transactions below a reasonable dollar amount, 
it is entirely Inappropriate and unwise to utilize the FCRA to restrict the rejwrting 
of relevant mfbrmation involving individuals engaged in commercial tranaactioDS be- 
cause of the amounts typically involved in, and nature of, commercial transactions. 
Addltloaal Advarae Action Raquiremants 

S.783 would impose new adverse action requirements on creditors that use 
consumer reports. Currently, the FCRA requires a creditor that deniea, or inavaaes 
the diarge for, credit In whole or in part" on the basis of informatwn contained 
in a consumer report to noti&r the consumer that the action taken was based on a 
consumer report, and provide the consumer with the name and address of the 
consumer reporting agency supplying the report. S.783 would dramatically expand 
the coverage of these provisions and add to the notice requirement unnecessary and 
potentially confusing new disclosures. 

"Die bill would expand the scope of the adverse action requirements by defining 
the term "adverse action," when based "in whole or in part" on a consunMr report, 
to include "any action which is adverse or Icbh favorable to the interest of the 
consumer who is the report subject." Under this definition, creditora and otben that 
use consumer reports could be required to furnish adverse action notices to many 
consumers in inappropriate contexts. For example, in order to control credit risk, 
many card issuere conduct regular reviews (.e.g., annual reviews) of their credit card 
portfolios, and as part of that process obtain a consumer report on some or all of 
their cardholders. In connection with such reviews, it is not uncommon for a card 
issuer to identify cardholders whose creditworthiness has improved since the card 
was first issued, or since the last review, and to determine to oflcr those cardholden 
a credit line increase or a premium product such as a gold card. Under the defini- 
Uon of adverse action included in the bill, a card issuer could be required to furnish 

D adverse action notice Ui those other cardholders who are not offered a credit line 



increase or premium product, because the determination to make such an offer to 
some cardholden but not others would be baaed "in whole or in part" on a consumer 
report and would be "adverse or less favorable to the interest" of the consumen who 
do not receive the offer. Under such a defmltion, creditors could be required to ftir- 
nish adverse action notices to millions of customera who have not even applied fer, 
juested, anything. As a result, the costs incurred in connection with conducting 
'c reviews would be increased significantly unless issuers stopped offering ao- 



periodic reviews would be increased sigmlicantly unless issuers stopped oiTenng ad- 
ditional benefits to customers as a byproduct of^those reviews. Moreover, furniuiing 
adverse action notices to existing consumers who have not requested, or applied for, 
anything, would create confusion and increase costs by generating substantial num- 
ben of customer inquiries. 
Hw difBculties that would be created by the definition in S.783, simply are nn- 

iwn.- Eij^m _i__j_. ■__!.. jgg ^ ^gjj ggtahtiajjed definition of "adverse ao- 

I those adverse credit decisions for whidi con- 
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(umen ibould receive an adverse action notice. If a dennitton of adverse action is 
indoded in the PCRA, there is no need to incorporate nn^ definition with respect 
to credit determinations other than the delinition set forth u the ECOA. 

llw biU also woutd require users of consumer reports to fiimiah additional discdo- 
Bures to consuoters in connection with adverse action based on a consumer report. 
SpedOcally, the biU would require that creditors and other users of consumer re- 
ports provide to consumers a written adverse action notice which includes the name, 
address, and telephone number of the consumer reporting agency that furnished the 
report, and a statement that the agency did not make the decision to take the ad- 
verse action. In addition, the notice must inform the consumer of the ri^t to obtain 
a b«e consumer report from the agency that furnished the report used & connection 
with the adverse action, and from any other agency whidi compiles and maintains 
files on a nationwide basis. The notice also must disclose the consumei'B ri^t to 
dispute the accuroCT or completeness of anv information in the consumer report. Ad- 
ditionally, if the aoverae adion was based in whole or in jiart on a credit score or 
other c^lit rating system, the creditor would be required to provide to the 
eonsnmer notice that the credit scoring system was used and the principal reasona 
for the credit soore if those reasons are required to be disclosed under uie adverse 
action requirements of the ECOA. 

llieae proposed changes would impose signiRcant additional costs on creditors and 
are unnecessary, l^e ECOA already provides that a consumer who has been denied 
credit must be furnished with a statement of the principal reasons for the credit 
deniaL In addition, the PCRA already provides applicants with adequate informa- 
tion regarding Uie role of a consumer report in the adverse action and the oppar- 
tunibr to obtam further information. Currently, the FCRA adverse action proviaions 
requue a creditor to disclose to the consumer the name and address of the consumer 
reporting agency that provided the report, so that rejected applicants may easily 
contact Die ogencv with any questions about their reports. In addition, the PCRA 
alreadv requires tlie consumer reporting agency to provide to the consumer Upon re- 
quest inlbrmation contained in the consumer's credit file, and to explain that infor- 
mation to the consumer. Ihat information must be provided to the consumer five 
of charse if the consumer requests it within 30 days aller receiving an adverse ac- 
tion nonce. Under the consent agreements described above, the consumer request 
can be made within 60 days alter receiving that notice. 

As a result, a consumer who has been denied credit baaed on information con- 
tained in a credit report currently receives a Btatement of the prindpal r 
the credit denial and has the ri^t, if he or she chooses to exeicise it, b 
ftifly, without charge, the information that provided the basis for the credit report 
and denial of credit. Providing information beyond that already required would onlv 
serve to detract from the important information currently provided. In this regard, 
the BCOA adverse action notice requirements are baaed on the premise that a 
consumer who has been denied credit should be provided with a statement of only 
the prindpat reasons (or that action. By focusing the applicant's attention on these 
kev reasons, the applicant is more likely to identify inaccuracies in the infonnatiDn 
ruled on tw the cmlitor and improve the aspects of their credit record that caused 
the credit oenial. Requiring extraneous information in the FCRA adverse action no- 
tice^ whidi tyi^cally is provided at the same time as the ECOA notice, is likely to 
detract the consumer from the most important information and, thus, frustrate the 
IS of the ECOA. 



Us« itf Conmimar Reports for Employment Purposes 

8. 783 would establish new restrictions on the use of consumer ra^rts for employ- 
ment purposes. These provisiona would create significant operational difficulties 
whidi could make it unworkable to utilize consumer reports in connection with cer- 
tain employment determinations. For example, the bill provides that before taking 
adverse action based on a consumer report in connection with an empbyment deter- 
minatioBf the employer must provide to the consumer to whom the report relates 
a com of the report, a description of the consumer's ri^ts under the FCRA (as pre- 
scribed by ttie PTC), and a reasonable opportunity to respond to any information 
in the report Uiat is disputed by the consumer. 

In maqr Instances, it simpler is not practical for a user of consumer re[)oits to pro- 
vide every job applicant who is not hired an opportunity to respond to information 
in his or her ronsumer report. For example, literally hundreds of applicants may 
be interviewed for administrative positions at financial institutions for a limited 
number of job openings. A consumer report may be obtained with respect to many 
of these applicants, and it simply is not practical to provide hundreds of applicant 
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Stats Enforcement of the FCRA 

S. 783 would expreialy pennit the cfaier law enforcement oflicer of any State to 
bring an action in Federal district court for violation* of the FCRA. Hie biU would 
permit ODdi enforcement ofGcere to aedi iiyunctive relief, recover amounts for whidi 
the defendant ii liable under the FCRA to eadi oenon on whose behalf the action 
la brou^it, aedi any remediea permitted under the law of the State, and coUect a 
dvU pena]^ of up to $1,000 for each violation. 

In view M the many accompliBhrnenta of the State Attorney! General in oddreaa- 
ina ooneems regarding consumer reporting, it would appear that they already have 
adequate enlbrcement powers under existing law. However, the Associations appre- 
ciate the desire to preserve^r even expand, the appropriate role Tor State Attomeye 
General in enforcing the FCRA. Any provision grantinH' authority to State Attorneys 
General to enforce the FCRA. however, should be caretully crafted to prevent dupli- 
cative and inefHcient enforcement BfTorts, and to avoid inconsistent interpietations 
of the Federal law. In this regard. State Attomc;^ General should Ik required to 
provide notice to those Federal agencies primanly responsible for enfbrciiig the 
FCRA before bringing any action under the FCRA m Federal court. Tlie abeence d 



The provision authorizing State Attorneys General to brin^ actions under the 
FCRA also would create significant potential for inconsistent mterpretation of the 
FCRA. hi this regard, becMise the bill does not grant to the Federu district coturla 
exclusive jurisdiction with respect to actions brought under the Federal FCRA, State 
Attorneys General would be permitted to bring suit either in State or Federal court. 
In view of the rignilicant number, and diversity, of State courts Ihrouriiout the Na- 
tion, this would create considerable potential for inconsistent interpretations of the 
FCRA. In any event, provisions authorizing State olTlcials to enforce the FCRA 
ahould be included only if the FCRA is estabushcd as the national uniform atandard 
goveming consumer reporting. 



Hie Assodations urge the Committee to lieep in mind the many incon«stendet 
the proposed amendments to the FCRA would create with respect to State fair cred- 
it reporting statutes. Such significant inconsistencies would have a dramatic adverse 
'mpact on the operations of consumer reporting agencies and crediton thnu^iout 
Tuchor 



the countiy. Such orffanizatians operate on a multistate basis in what, si 

actment of the FCRA, has developed into a nationwide credit mariiet supplied by 
many regional and national providers. Many States have enacted legislation baaed 
on the current FCRA provisions. Some of these States are considering amendments 
to their statutes and other* may be considering enacting new legislation. As a re- 
sult, it la becoming more difTicult for consumer reporting agencies and users of 
consumer reports to conduct their activities in a manner which complies with these 
State statutes as well as the FCRA. For example, inconsistent State law retire- 
ments can make it difTicult, if not impossible, for consumer reporting agencies to 
complete retjuired reinvestigations within short, rigid statutory time frames. More- 
over, inamBiBtent State ana Federal disclosure requirements regarding the same 
matter create significant difTicultics. When multiple disclosures are included on the 
same document, they often create consumer confusion and detract from otlier impor- 
tant consumer information. In addition, in some instances, it simply may not be pos- 
sible to combine sudi disclosures on a single document in which case creditoia must 
utjlixe separate daeuments for each State in which they operate. At a minimum, 
such difficulties result in increased costs which ultimately increase the cost of credit 
to consumers, lliese are precisely the types orproblems Congress successfiilly avoid- 
ed when it established the Fair Credit and Charge Card Disclosure Act of 1988 as 
the national uniform standard governing credit and charge card application disclo- 
•ures. 

llie problems already experienced as a result of existing inconsistencies will be 
compounded if Congress determines to enact the amendments to the FCRA cur- 
rently being considered by the Committee. The enactment of such amendments 
would create a Federal statute which ia substantially inconsistent with the cor- 
responding provisions at the State level. Accordingly, it is critical that if Congress 
decides to enact amendments to the FCRA, Congress should simultaneously take 
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(he cmportunity to eatabliah the PCRA ■■ the >inKle national conaunwr pntactfon 
■tatute ODvemng canmiaier reportuiK Bgenciea and the uaets orconeumer reports. 
Hw AaaodatioDa also urge the Conunittee to keep in mind that the prapoaed 
cmendments to the PCRA would iropoM tignincsnt new obligation* on credtton and 
GonsumcT reporting agendea in an eflbrt to addreaa oonaumer concema. Sudi exten- 
sive new obligation* mu*t be accompanied by praviaioni estabUahing the PCRA a« 
the national noifbrm atondard if the critical belanoe between the intereata of con- 



datione recognize, nowever, the need Co preserve the eppTopriete enfone- 
•r State Attoraeyi General end other State ofllciala if uie FCRA ia eatab- 



sumers. consumer reporting asenciea, end creditors ie to be maintained. 

"lie AssodsUons recognize, ho "- ^" " ' 

ate AttOTaeyi & 
tionsl uniform I 
penede* corresj 
rom employing c 

CONCLUSION 

llw iaauea which have been the primary focus of the Congressional debate on the 
PCKA have been addressed through State and Federal regulatoiy efforts and vol- 
untaiv Induftiy initiatlvet. These eflbrte and initiaUvea should be considered care- 
fatly a order to avoid adopting unnecessaiy amendments to the FCRA whidi would 
be costly to consumer reporting agencies, users of consumer reports, and ultimately 



TESTIMONY OP EDMUND MIERZWINSKI 
Consumer Program Director, U.S. Public Interest Research Group 

ON BEHALF O? 

vs. Public Interest Research Group, Bankcard Holders o? America, 

Consumer Federation of America, Consumers Union, 

Public Citizen's Congress Watch, and U.S. Privacy Council 

Mr. Cheirman and Members of the committee: My name is Edmund Mienwinaki 
and 1 am teati^ng on b^alf of the US. Public Interest Reiesrch Group >— the na- 
tional loblqin^oRlce for State PIRGs. PIRGb are cooHumer and environmenUl advo- 
ca^ 8''*''E? ""^^ "^^^ '"'' million members in 33 States. My testimony ia also on 
behalf of Bankcard Holders of America,' Conaumer Federation of America,* Con- 
sumers Union,* and Public Citizen'i Confficaa Watch," and U.S, Privacy Council.' 

I want to commend you, as Chairman or the Committee, for elevating this mstter 
to the ftill cammitt«e'a purview and for joining Senators Bryan and Bond as ori^al 
co-sponsors of S. 783. Senatora Brvan and Bond deserve credit for their longtime 
support for remedial credit bureau legislation. 

I am pleased that the conunittee is holding this hearing on the urgent matter of 
credit bureau reform. In particular, I believe this is the first Senate legislative hear- 
ing on a proposed bill — S.783 — since the Congress, consumer groups. State tegisla- 



*U.S. PIRG ii the nationBl lobbying oflice for Sute PIRCs. PIRCs are coMumcr and enriieo- 
mnital wlTaaqi ptnipa with over one milliiui memben in 33 States. 

'Bankcard ifglden of Anwrica ■■ ■ naliiuul, non-proTit consiuner orKaniulion Focuaad exdo- 
■ivdy on credit education and advocacy. BHA ii luppcrtcd by 76,000 conanmer membn natian- 
wide. 

'The Conaonwr Fedenlian of America (CFA) ia the Nation's LBi^est coiaumer advocacy oraa- 

nixatkia, Hnconpatuiw more than 240 nabonal, State, and local 

---'on, arm, la' — — "^ ' -^ 



to [Kvride informaUon, edacatKn and connael about consomer gciodi and lerviceB and the n 
— — t of bmily income. Conanmera Union's income ia derived aoldy from the eale of 



'Conmmas Union ii a non-proflt orvaniEation, chartered in 1S3S under tlielawaoTNei* Yiak 
t oprori de inf— — " ' ** ' ' ■- '- "' — ■= -" "- 

CKuamtr R^oriiC il* other publicaiian* and JUm*. Bipenses ^ occaaional pobtie leTviBe effiirta 
may be met in part Iqr non-reitrictive noncommercial contributiona, grants and fees. In addition 
lo i^xrta on Conanmer* UnionV own prpduct tating, ConMuntr RtporU, with appnodmaldy 

Union'a puiKaliaiu carry no'advertiaine and receive no commercial support. 
'CoiwnM Watch is the loolnring arm of PuUic CiliEen, a non-pnifit dtiien rasasreh, lobbying 
, ...._^ :._.j_ '- loded in ■"- ■- "-'-■- "-*- 



4.9 million paid circulation, regulariy carries articles on health, product safety, manetplace 
nomics and l^islative, rtgolaltay and judicial acliona which altect conanmer wd&re. t^ons 

list 

"I1ie°U.8. Pr^c7 Council ia a voluntary coalition oT privacy experts seeking necessary re- 
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and litigation onanilatiDn rounded in 1971 by Ralph Nader. 



IS la U.8. privBiy laws. 



turn And SUte Attoraeyi General began intensive overaidit of the credit bunuu 
in 1969. 

I hope that belbn the end of 1993 we can pau e bill reforadng the Federal Pah- 
Credit Reporting Act. The PCRA is an archaic, weak, ineffective, narrow, unvnliHced 
and onenibroeable taw. It is not yesterday's model, or laat year's model. It is pn- 
hiataric. Hut is not the fault of its makers, induding your dlst^guiahed pnde- 
oaascv. Chairman Proxmire, but the fault of rapid, unptsmcted technokqcical mange 
that has allowed the industry to consolidate ita oataoases on a national ba^ and 
•eQ Ita producta inatantaneoualy end electronically. Unfortunately, while the 
changat in the induatiy have resulted in vastly increased use of credit raporta, they 
have not been accompanied by concomitant increases in consumer prot«ctk>n. Mia- 
takea in reporta and privacy invasions are rampant. 

I hope that, woriUng together, we can overtoine the obstinacy and recaldtraiwe 
of induttry groups— and I particularly mean the banks, finance companies, depart- 
nkent stores and other creditors — that has prevented final sctton on tnis critical pro- 
posal for the past few yean. 

We believe that S.783 offers a good beginning to develop final legislation to clean 
up the credit bareaus. We believe, however, that the bill should be amended so tliat 
it can better adiieve its intent, and we olTcr in this testimony a number of soebm- 
tions for Improvliig the bill. In particular, however, we want to thank you and Sen* 
ators Bnian and Bond for taking the preemption of States' ri^ts — an onerous Mtd 
distaslelul proposal— off the table. The bill makes numerous other positive steps as 
welL sudi as hmiting the time of reinvesUgatiooa of errora, requiring that oonsum- 
era be told their ri^ts by all report users, and by piovidina for 800 telefiune num- 
bers to contact the bureaus. In addition, the bill strengthens consnnier ri^ts hi 
reinvestigation, requires the deletion of false information from reports and sets hi^ 
standards to prevent its reinsertion. * 

URGENT NEED FOR LEGISLA'nON CONTINUES 

1 am aware of the industiys startce that it is not the same industry as It was 
even five years ago. I would respectfulty point out that their recent dianges are nei- 
ther technology-oiiven nor mantct-driven. Rather, they result from intense puUic 
scrutiny. As Justice Brandeis stated; "Sunli^t is the best disinfectant." 

lliat ecTutiny has so far included the passage of three new State laws in Califor- 
nia, Vermont, and Maiyland (as General Curran has testified today), consent de- 
ctMs with the Big Three credit bureaus by SUte Attorneys General and the FTC, 
and CongrvBsionaTconsideration oftou^ remedial legislation. 

We must not presume that because one credit bureau is providing free credit r»- 
porta, or because two are producing their reporta in a language somewhat resem- 
bling English, or because a few States have acted, or because the consent decrves 
are m tarn, that the need for tough Federal legislation is diimnished. In fact, we 
must ensure that the legislation we pass this year is as broad as possible and en- 
compasses as many potential problems as we can foresee. It's been twenty-two years 
since the act became law and we may not get another chance for twenty-two more. 

I would further point out that, in my professional experience, credit bureau com- 
plaints ara not declining in number or severity. 

A number of oversight hearings and reports have adeouately summariied the 
credit reporting problem, so I will not dwelt on it in great detail. Altera brief sum- 
mary of |a>oblema, I will make our suggestions for improving S. 783: 

BUHBIARY OF CBEDIT REPORTING PROBLEMS 
Usa of Credit Reports Ubiquitous In Society 

Errora in consumer credit reports cause banks, employers, landlords and others 
to unfairlv deny consumers credit, insurance, employment, or even a place to live 
or the riffit to cash a check at a store or open a oenl account. Near^ everv credit- 
active aoilt American has a computer file at each of the Big Three credit Dureaus. 
Credit report use is now ubiquitous in business and commerce, even thou^ consum- 
ers have Tew ri^ts, not even the rights to authorize the use of their reports or look 
at their reports for free, except in limited circumstances. 
Mistakes Occur In Up To 33 Percent of All Reports: 
Some Caused By Creditors, Others By Credit Bureaus 

Mistakes may occur in up to 33 percent of all reports. If you were to review past 
testimony of the credit bureaus, you would find thst (althou^ they don't like to at- 
tack their creditor customers) ^e bureaus often claimed that their role was to *ra- 
port' informatkin and that someone else (the creditor customer) was responsible Ibr 
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Its accnracy. Mtbough we are gravely concerned about credit reporting error* 
earned by banks and other creditors, credit bureaus cause mistakes as well. Por ex- 
ample, in 1991i TRW wrongly characterized thousands of taxpayers in Norvridh, VT 
aa oeadbeats. Equifax did the same to homeowners in Middlesex County, MA. These 
public record eniriea on credit reports arc serious black marks against your report. 
Further, faulty credit bureau systems often cause the recurrence of corrected errors, 
Autiier fnistratins consumers. And, even if you do know about a mistake in your 
report, it could take a long time to fix it. 
' U.S.PI"" • " '■"■■" 

an average of 23 weeks or more without satisfaction. FSirther, 63 peirent of tj 
consumers had already contacted the credit bureau five times or more before writins 
the FTC.' 



r Privacy la Invaded By Report Misuse 
Credit bureaus routinely sell our credit reports — to just about anyone — without 
our permiBsion, invading our privacy. In a recent study by the City of New York," 
3S percent of credit bureaus were willing to fax credit reports to an investigator who 
said she was a "landlord." Only the State of Vermont requires a business to have 
the consumer's permission to access a credit report. In other States, look out. And, 
many credit bureaus illegally enhance junk marketing computer lists with informa- 
tion firom our credit reports. The FTC is suins Trans Union, which in defiance of 
the taw, routinely sells credit information to junk marketeers. 



s Arent Told Their Ri^ts By Creditors 
tbe law does not require banks, department stores or credit bureaus to tell con- 
sumer* their rights — such as the right to a free credit report following denial and 
the ri^t to reinvestigation of any disputed information— upon either denial of credit 
or an error dispute. Since 1989, we have asked creditors to voluntarily tell conaum- 
er« their FCRA rights. To our knowledge, few, if any, do. 
Credit Reports Should Be Free, But Are Not 



have koodted that down to $& per report. That's still outrageous, simpW to look at 
a credit report that's piDbably wrong and to then try to get it fixed. If consumers 
dont look at their credit reports, the errors will not be fixed. 
Creditors Are Exempt From Ibe Law 

Current law exempts banks, department stores, finance companies and other 
creditors from any responsibility to either ensure accuracy of reports or protect 
T privacy. The creditors, of course, have no liability either. 



Creditors Dont Need A Consumer's Permission To Access Reports 

Ihe law allows any business with a "permissible purpose" to Hccess credit reports 
without a consumer's permission. And if they don't have a permissible purpose, Uiey 
can probabW use the so-called "legitimate business need" permissible purpose loop- 
bole, provided the anticipated transaction "involves the consumer," whatever that 
means. Moat creditors do ask a consumer's oermiBsion. Many other legitimate, and 
illegitimate, users do not. Consumers should provide informed consent before their 
reports can be accessed, as Vermont law already requires. 
Consumers Csnnot EasUy Sue Bureaus 

While credit bureausg^ unlike creditors, have duties and liability under the act, 
coneumen still face difficulty suing them. The standards of proof m the FCRA are 
difficult at best. Further, the law provides only for actual damages, with no minimal 
statutory penalties for violations. 

RECOMMENDATIONS TO IMPROVE S.7S3 
• Provide For Free Credit Reports 

HJt. 1016 provides for a free report annually on revest, caps the price of any 
report not free under these or related reinvestigation circumstances to $8 and pro- 



'Sereial studies, incliidiiig one in Coommen Union, have rabslantiated an emr rale on 
(redit reports of between 20 and 60 pereenL In 1989, the AaBocialed Credit Butcaua (eatified 
(hat neaily tliree million of the nine million credit reports requested each year are updated or 
corrected, lliat nteani up to 33 percent of all credit reporU could contain serioui eirora. 

'Plying Eyes, Novendier 19B1, New Yoric City Department of Consumer AITain. 
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vldet a refund if an error is found on a report that wai paid for. ThB Committ«M 
should incorporata these proviaioiu Into S.783. 

• Eatablish A Private Ri^ Of Action For Furnisher (Creditor) 'noUtioiM 

The bill does not give consumera a private right of actbn agaiiut banks, depart- 
ment stores and other rreditarB that violate any of the basic requirements of tha 
act. It immunizcB banks and other creditors from virtually all lawsuits by consum- 
ers injured by a creditor's violation of the act. Only the GovemmeDt can enforce the 
law. Ilie bill protects furnishers of information a^inat most private actions by in- 
jured consumers by reitricting furnisher liabibty only to circumstances wnoe 
reinvestigation duties are violated. A cooBumer would have 00 FCBA cause of ac- 
tion, for example, against a creditor that repeatedly inserted false information in his 
or her report.' 

We recommend S.7S3 be amended to provide consumers with ■ private 
ri^t of action against furnishers who violate the law. 

• Strengthen Provisions On Employment Uses of Reports 

Current law allows employers to lode at consumer credit teporti for nearly any 
hiring or promotion decision. S.7S3 would give applicants and employees additiond 

Entection, pari.icularly before their reports were used for adverse actions. But the 
ill allows weak upfront disclosures. It, for example, allows a notice in an employee 
personnel manual to suRice for notice to employees. The bill would allow either a 
general or specific" authorization by employees or applicants, before the employer 
can access a report,. If credit reports are to continue to be allowed to be used for 
empbyment purposes,*" then applicants and employees should receive greater 
rii^ts. For asnmple, we recommend that applicants and employees provide 
imonned consent before their reports are accessed, as HJt. lOlB provides. 

• Eliminate Provision Establishing A Corporate Affiliate ExenqtUon F^m 
Definition of Credit Report 

The bill would establish a broad corporate affiliate exception from the definition 
of a credit report (and therefore the requirement that reports be used solely finr per- 
missible purposes). The proposal would allow aHiltates of a holding company struc- 
ture to snare information oerived from credit reports without being subject to the 
FCRA. We do itot believe such an exception has merit. At a time when consumen 

are autgect to numerous ; ' ' '" 

empt some credit reports I 
ates! 

In addition, we believe that this section creates a potential loophole that could 
allow corporations to set up affiliates for the express purpose of devefe|ring 
databases based on ciedit reports to use for any purpose they wanted, without being 
subjected to the act. 

llie sections related to afiKliate transactions should be deleted tctim die 
bOL 

• Elimiuate Provision Allowing Junk Marketing From Credit Reports 
Both S.783 and HJt. 1015 codify the FTCs longstanding sleight-of-hand that the 

use of credit reports for credit marketing is a permissible purpose (provided the 
transaction results in a "firm offer of cre(£t").^* S.783 would expand pre-scre^^ng 
to insurance purposes, as well as credit purposes. Both bills would narrow the FTC^ 
current stance that pre-screened credit reports must result in a "firm offer of credit." 
The bills would do this by allowing creoitors to "post-screen," or look at the fbU 
credit reports, of consumers who responded to a pre-screened offer, and withdrawing 



■An ■ppaiHit drafting error in S.7B3 has civil bahility either limited to 622(aXl] Ckoow or 
should know" slandard} or (o all duties under 62S(a) (all except duty to notify consumers inlii 
is shared with bureaus and duty Is comply with reinveatigation are exempt). 

"Many privacy advocaUs believe Uic esse for allowing credit reporta to be used for ntost em- 
ployment pursosei i« weak, at beat, allhoueh neither bill would prohibit Ihe practice. 

"We use the leim "slcight-oThand" because legal experts are divided on the legality oTpre- 
tcreening. In 1990, for example, the CongrBBsional Research Service sent Chairmaa Rjchard 
Lehman of the Houae Conaumer AOaira Subcommittee a Itsal memorandum aipiin^ that [ve- 
screening is not allowed by the acL Pre-ecreening is the coding of credit reports by income and 
demographic data to create mailing lists fcr Botintetions. A creditra- aaks the bureau for a moil- 
ing list of consumers who paaa the "Screen's" crileria, such as available credit, good civdit, and 
location, then mails oTTen te the consumers. Under the FTC's current interpreUtion for tha so- 
licttatton to be a Rrm olT^ of credit, not a credit application, then every person who reaponds 
must receive s credit card, except in exceedingly narrow circiunstances. The bills, H.R. 1016 and 
S. 783, would allow ■ much broader poalracreen review. 

L^.q.nzeobyGoO'^lc 



the "Vrm ofler of credit' if the consumer no longer meets the criteris estabtished 
for the offer. 
Hr. Cheinntui, It ia important to note that, in the interests of a balanced bill, the 



On the other hand, we atrandy oppose the use of credit reports for target marbt- 
ing. The bill would explicitly allow credit reports to be used for junk or target mar- 
keting.** As the FTC has testified, it is currently in litigation with Trans Union, 
whidi persists in marketing credit information despite the agency's stance that it 
is illegal. TIm section appears to be designed to create in statute the loophole uui^ 
^ Trans Union: it would exempt information audi aa the presence of credit cards 
or any other accounta from the definition of credit report, by saying that if informa- 
tion on a consumer's payment history or deUncfuencies or limits ia not reported, then 
the account information provided is not a credit report. While the bill would require 
users of these lists to notify consumers of the practice, audi a notification of i ri^t 
to Mt-out of having your privacy groaaly invaded does not cure the essential (bw 
in the concept: the oeBnition of credit report should not be weakened to allow credit 
data to be used to develop magazine subscription lista. 

W« reeommend that th« sections of th« bill allowing the uee of cradit ra- 
porta for dlraet ■sarluting be ddst»d. 

• Strengthen Aecumcy Standards and Require Reasonable Procedurea For 
Fimlshere (CrMlitM«) To Avoid Errors 

Hm Senate Ull has a lower standard of care for Aimiahen than does H.R. 1016. 
A Aimiaher must not report information when the furnisher 'Htnows or should know 
that (he infbrroation is incomplete or Inaccurate." 

More criUcally, the Senate bill does not require that fiirnishers employ "^aaon- 
able procedures to avoid emrs. 

We recommend that the Honsa language be substituted. 

• Provide For Informed Consumer Consent Before Accessing Report 

Hm bill recognizes that a fair amount of illegal access to credit reports comes 
fliruu^ raports sold by ao-called resellera or auperbureaus. However, placing duties 
and penalties on reaellerB is not enough. In our view, there are privacy gaps caused 
by the induitty'a ittucture that can only be rectified by consumer informed consent. 

For example, the industiy allows large end-users— auch a« car dealers, real estate 
agents, department stares and bank^-^ obtain credit reporta electronically with a 
■o-called blanket permissible purpose. Numerous cases oflUegal access result fhim 
individuals with ^stem access obtaining reports for their friends and political oo- 
nies. Additional duties on reacllera will not aolve this part of the problem. 

Second, the induatiy also wholesales data to legitimate reaellera that enhance 
credit bureau products. Some resellers, however, are unseemly data merdiants who 
operate in the so-called information underground, stealing and selling IRS, Social 
Securi^, telei^ne company and credit bureau records. 

We certainly do not disagree with the induatiy that penalties for illegal access 
ahould be increased. However, penalties against the Big Three should also be in- 
creased, particulariy when their customer audit procedures are poor. But we also 
beUeve that a good way to help prevent illegal access, wiUiout attempting the impos- 
sible task of altering the industiv's structure, is to bring consumers into the credit 
report access calculus. It should be a requirement that consumers authorize use of 
their reports." 

We recommend, as Vermont law provides, that consumers should provide 
Informed consent before a report can be accessed. 

• loduda An Investigative Consumer Report Section 

IS conducting sufajeo- 

.... Lm flight att«ndaats 

being considered for Jobs were being asked highly personal and invasive questions. 

* to codiiy the PTC view that a coimuner mast initiale 

... .reatea a 'legitinuile buaineaa need' to acceei a AiH eradiC 

a only that a tnnaaction miut Involve the conauiur.' How- 

. . ,ition to this general mln that makoa direct or target nwriwtinK 

_ ^ , jrthe act [to obtain liata of coniumen derived ftom accBened reporta, 

not entire KM nnleaa eonstuner opta-ouL 
" In addition to tbe privacy invasion cauaed by illegal accea* to conaonter credit lepoata, ec 
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Suc^ BUbjective queitioning, which also iocludea interview* with nei^borm and 
oUter practice!, ia deBervin^ of far greater scrutiny. Current law provides only mod- 
est protection for BO<alled uvestigative consumor reports. We recommend that the 
conuoittee include the HJt. 1016 section on investigative reports in S.783. 

CONCLUSION 
I want to express m^ appreciation for the privilege of testifying before you today. 
I cannot over-emphasize the fact that consumer and privaqr groups, who have 
woriied dosely with State Boveniments and the Congress on this problem, believa 
that this is a problem with a solution. S.783, as proposed to be amended, would 
be a fair and balanced bill that would Incraeae consumer piotection and protect 
consumer privacy, without disrupting the credit reporting industry. Thank you. 

STATEMENT OF RONALD PRILL 
Vice President of Credit, Mbrvyn's 

ON BBHALP OF THE NATIONAL RBTAIL FkDBRATION 

Mr. Chairman, Members of the Committee, my name is Ronald I'rill, Vic* haat 
dent of Credit, Mervyn's. 1 am pleased to appear today on behalf of the National 
Retail Federation, for which I am Chairman of the Federation's Credit Advisoiy 



Council, to discuss proposed legislation that is of grest importance to ntslUng. 
Bv way of badtgmund, the National Retail Federation is the Nation's largMt 
raoe group whidi speaks for the retail industiy. The organization represents the 



entire spectrum of retailing, including the NaUon's leadiiig department, diatn, d— 
* -'-'*-)r and independent stores, several dozen national retail asaodations. 



dustiy th r . 

20 million people and registered sale* in excess oftl.S trillion in 1992. 

SUMMARY OF TESTIMONY 

Hm retailing industnr opposes the sweeping reform of the Fair Credit li 

Act that u envisioned to; this biU. The ( — "— '— ' ■" '- '•- ' — '- ■ 

and in the manner in wtudi it operates. 

lite FCRA properly regulates the businesses that collect credit histoiy inj 
Uon voluntarily nimlshed to them and which they sell to businesses that have a 
need for it. Vat current balance between the consumei's ri^ts and the ctedlloi's 
needs must be maintained if we are to continue to conduct business in today's com- 
petitive environment. 

Hudi has dianged r^arding the manner in which the consumer reporting indos 
try operates since enactment of the FCRA in 1970. Many of the key provuions o 



n of the o 
ccounts reoeivaole tape informatio: 



porting industry, recent regutatoiy requirements agreed to by the three natioaal 
consumer reporting agencies with State Attorneys General and the Federal Trade 
Commiasion, make most of the amendments prooosed by S.7B3 unnecessary. The 
diangea in industiy practices that are now mandatory for all credit buraans alllli- 
ated with the three national credit reporting agencies are listed in our Statement 
at pages 16-lS. 



eetln^ their legal obligations, merchants are im- 

E roving their accounts receivable tape information systems and augmenting tbsir 
UUng tapea with additional information, all to maintain the best possible data base 
for reporting to credit bureaus. Credit grantors are redoubling their eflbrta to help 
cndit bureaus matd information to the proper credit bureau lUe. To asrist the Im- 
rams in resolving disputes, credit grantors ere impiuving the response time Ibr 
consumer disputes that are communicated to the credit grantor Inr the credit bu- 
reau, limely and thorou^ reaponses are an important part of the Lndustiy'B mnU- 
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faceted commitment to improve accuracy and maintain the integrity of credit bureau 
filea. 

Many credit grantort have developed an automBted credit update process to im- 
prove Uieir reaponaes to customer inquiries received directly from consumers. Tliia, 
coupled with Uie new automated consumer dispute verifications received from credit 
bureaus, will dramatically improve both response time and the effectiveness of tho 
lesponte. It has become evident to credit grantors that assisting credit bureaus in 
providing m timely and meaningful response to a customer's inquiry is an int^ral 

Eart of tU obligation to deliver the beat customer service that is reasonably wiuiin 
s power to provide. 

The bill under consideration proposes to create substantial compliance obligations 
and impose n^jor civil and administrative liability upon the hundreds of thousands 
of creditors that voluntarily report their cuatomers' account payment histoiy to 
consumer reporting a^ndes. That would be a drastic departure from the bngstand- 
ing policy that compliance obligations and civil and administrative liability should 
be concentrated upon those companies that are in the business of assembling and 
dJMBininating thinl party information. 

lbs net eflect of imposing civil and administrative liability upon furnishers of in- 
formation reported to credit bureaus would be two-fold. First, the threat of adminis- 
trative dtallenge in the event of furnishing inaccurate information could force credi- 
tors to reduce signiTicantly the trequenir/ and volume of information reporte^ if not 
eliminate it entirety. The threat of^ challenge would outweigh any incentive that ex- 
ists to regularly report all custonMrs' account histories. 



tain requirements) would be that virtually every delinquent consumer will be as- 
sured of having a new cause of action in the event the creditor seeks to recover the 
balance due on the delinquent account. This cannot be justified by the current state 
of aOaira. 

The bill before this Comnuttoe would give sweeping authority to State Attorneys 
General to bring suits in Federal court to obtain relief against anyone who violates 
the FCRA- Even a technical violation could trigger sucn enforcement. lliiB would 
in effect grant each Attorney General the power to establish his or her own set of 
standards, through the exercise of prosecutorial discretion, in the bringing of cases. 
Rather than producing nationwide consistency in regulating consumer reporting 
conduct, this provision could create chaos in the interpretation and enforcement oT 
the PCRA. nie notion that eveiy State Attorney General should have license to act 
M • Federal poliqmiaker could create a legal nightmare for legitimate businesses, 
esjpedoUy those operating in a multi-state environment. 

11>e bill belbre vou contains provisions which would impede legitimate buriness 
piacticeB without oeliverins counter-balancing consumer benefits. 

The requirement that mt consumer be given a "reasonable a 



for ci«dit or to solirit the purchase of goods and services, the onl^ restricUona should 
be that a firm offer must be made and that the information lumished peitaining 
to a Gonsumer not identify any particular creditor or other business. 

Ihe bill would give consumers sn unqualified ri^t to have their credit report in- 
clude any "relevant" information. That would change the basic nature and character 
(^ consumer reports. It could seriously disrupt the process of assembling information 
and, more important, once collected, the credit bureau report would have to include 
it in all reports that are bimished. This would make credit bureau reports unwieldy, 
mucfa more expensive, and incompatible with the computerized on-line communica- 
tion ^stem that most creditors use today. 

Ilie requirement to disclose the type of inlbrmation furnished and the frequency 
or drcumstances of such reports before reporting information to consumer reiwTting 
agencies is not necessary and cannot be justified in view of the proposed Uabili^ 
that alleged noncompliance would entail. In our experience, consumers are well 
aware that their account history^ information is reported to credit bureaus. We be- 
lieve that adding another extensive disclosure to the existing requirements will fur- 
ther exacerbate the phenomenon known as 'information overload." Because of the 
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under Uw FCRA at the point L 

' i-it— -J--1 oongumer. Tlw 

i rorma] notice i ... _ 

e and addreBS and the retailer may have no idea why the die^ waa 

not authorized. There is also no practical way lor the retailer to piuvide the ^p- 
ftont* notice of ita iaformatton fumiahing practices which we feel is unneceaaaiy m 
any case. Haere is no account agreement or other written document ■»l«ting be- 
tween a diedE writing customer and the merchant. The bill's authorixaUon to post 
a noUoe 'at each location where checks are accepted" is not a aohitioiL because 'lo- 
cation' could be interpreted to mean each sales counter. Today's reiail stores often 
do not place a cadi register on the sales counter, and many meniiant^ sales envl- 
ranawDta are not comnatiUe with posting notices. 

Any l^islation on this subject would be deficient without preemption of State law 
to ensure that any new Federal FCRA refonna can be implemented in a cost-eflec- 
tive manner. The proposed new Federal law now being oonaidered is not a bare min- 
imum floor'' and preemption is not an anticonsumer meanire. There are 00 special 
local or regional concerns in the fleld of consumer reporting that outwei^ the need 
for unifbnni^. 

In order to Justlly Federal preemption, the followinE conditions should be present; 
1) a problem area that ia truly national in scope, 2) a Federal legislative sohitioii 
thiA IS comprehensive and eflective for consumera, regardless of what State or ra- 
eion they inhabit, and 3) the benefits derived from complying with one set of uni- 
vma roles outweigh the traditional grant of authority to the States to add their own 
vMriationa. All of these factora are present here. 

lite reform of the FCRA that ia being considered by this Conmdttae is truly >^ 



1 discloaureB, opt-out rules, complia 



dnraa, etc. are not oost-effective and they do not benefit consumere. Rather than add 
'diversi^,' they lead to confusion for consumers and disruption and diaos for indna- 
try. When a field is truly national in scope, and the Federal le^ative sotutiona an 



stantially alter the obligations of consumer reporting agencies, usera at a 
ports and companies that furnish information to consumer reportingagenciea. 

Hw retailing industiv opposes the sweeping reform of the Fair Cradit Reportiiu 
Act that is envisioned oy this bill. The existing law is sound in its basic appraam 
and in the manner in whidi it operates. 

The FCRA properljr regulates the busineasea that collect credit hiatoiy inianna> 
tion vohintaiuy ninushed to them and which thev sell to businessea that have a 
need for it. Tnat appreadi to regulation is sound and should not be duuwed. It 
strikes a reasonable balance between two important interest*— the consumer^ ri^ 
to privacy, to access the consumer reporting uent^s file, and to dispute information 
in that IDe, and the creditor's legitimate need for immediate aooess to credit reput- 
ing data that is complete and accurate. The creditor's access must alao be at a price 
that is reasonable, because in the final analysis the consumer pays the costs ini- 
tially bame by busioeHa in the prices charged for ^joda and services. It is essential 
that the current balance between the consumer's rights and the creditor'a oeeds be 
maintained if we are to continue to conduct business in today's competitive environ- 
ment. 

Market factors compel crediton to do their utmoet to provide, and therefore, re- 
ceive, the most accurate iredit data possible. No retailer wants to turn aw^r a po- 
tential customer due to an inaccurate credit report. In this way, the oonaunwr's in- 
terest and that of the credit granting community is the same. Moreover, we oon* 
stantly s^ve to BBtisfy our cuatomera when there is an inouiry about the occuraqr 
or completeness of information we voluntarily furnish to credit bureaus. 

Some of the changes to the FCRA currently bein^ considered by Congreas could 



paaaed on to uaera in the form of higher prices for consumer reports. To the extent 
that crediton will continue to relv on credit bureau reports in an environment of 
fairer prices for credit reports ana new regulatot:^ burdens upon ftimiahen of iofoiv 
■nation to credit bureaus, those increased coata will ultimately be borne by coniuBa- 
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en. Indeed, enactment of FCRA reform UgiaUtioii could have the efTect of fordi^ 
aonie creditora to abandon the longstanding practice wherebv non-mortgage audi- 
tors do not charge consumers separately for credit reports. Moreover, if the cost of 
comfdianoe makes credit reports too expensive, creditors are likely to adjust their 
standards and make credit less available to consumers who are marginal credit 
risks. Tlwse are the veiy consumers who are more likely to need credit. 

In addition to the cost factor, the current approadi to resulation should not be 
changed so that the legal risk of continuing to report our cusbimerv' account history 
outwei(^s the benefits we derive from participating in the consumer reporting sys- 

Our statement today consists of live parts, First, we review a number of the re- 
cent developments that have significantly improved the services provided l^ 
consumer reporting asencieB. some of which have been voluntarily adopted and oth- 
ers mandated by Federal and State administrative proceedings. Second, we note a 
number of steps taken by credit grantors to accommodate consumera' concerns about 
the information furnished to credit bureaus. Third, wc apecifically address our most 
critical concern about this bill — proposed new administrative and civil liability im- 
posed upon furnishers of information. Fourth, we comment upon certain provisions 
of S.763 that directly impact upon retailers as users of consumer reports and as 
businesses that furnish inrormatioa to consumer reportingagencies. Finally, we dis- 
cuss the importance of preemption of State law in any FCRA reform le^lation. We 
defer to the consumer reporting industry to address proposed new obligations that 
would be imposed upon that industiy. 
Rectnt Consumer Reporting Industry Changes 

Mudi has (hanged regarding the manner in which the consumer reporting indus- 
try operates since enactment of the FCRA in 1970. Many of the key provisions of 
° ""3 have already been accommodated by the consumer reporting inaustry volun- 



to the 'nature and substance' of the file. Other changes nave been brou^t about 
by Federal or State administrative actions. 
Creditors and credit bureaus are continuously working together to further im- 

6 rove the account histoiy reporting function. Agreement nas been reached amon^ 
irniahera and consumer reporting agencies to report account delinquency in a urn- 
form manner and each credit reporting processing systems has agreed to a 'generic* 
version of the computer tape format as the preferred way for credit bureaus to re- 
ceive accounts receivable tape information. 

^misheis and consumer reporting agencies are also working hard to maintain 
the integrity of the credit bureau data base. We think that the most practical ap- 
proach to consumer reporting is to create a data base that consists of objective infor- 
mation about the number and types of credit accounts and how the accounts are 
paid, making sure that consumers have the opportunity to dispute any derogatory 
information, if they believe that it is not accurate, and to have the information up- 
dated if it is not complete. The role of the credit bureau is to report the past histoiy 
and current status or these accounts so that everyone who participates in the credit 
reporting system can rely on the completeness ond accuracy of the credit report. 

Accuracy is a two-way street and it is paramount to creditors and credit Dureaus. 
We expect that both the credit granting and credit reporting industries, as well as 
relevant governmental agencies, will continue to educate consumers about the bene- 
flts of paying their debts on time and the consequences of not doing so. As we ex- 
plain later in this statement, however, we do not believe that the credit bureau flle 
IS the apprepriate place for the consumer to place any information deemed by the 
consumer to be "Levant' in an effort to explain objective information maintained 
by the credit bureau. This could lead to substantial disruption of the credit report- 
ing industry as we have come to know and rely on it. Moreover, it is not necessaiy 
to protect consumers' rights. Existing taw permits consumers to include their ver- 
sion of any disputed item in their credit bureau file. Further, creditors routinely 
E' ra consumers the opportunity to explain derogatory information directly, particu- 
rly in the case of crucial creditworthiness decisions such as the consumer^ appli- 
cation Ibr a mortgage. 

We applaud the consumer reporting industry for recognizing that there was and 
continues to be room for improvement in serving the needs of the persons on whom 
information is collected and sold to businesses that have a legitimate need for that 
information. We as users of consumer reports fully endorse those voluntary actions 
that have been taken by the consumer reporting industiy to protect consumers' pri- 
va^ by offering a means of opting out of the prescreening process and by improving 
consumers' access to their own credit bureau files, among other recent steps. 
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In nddition to « number of vohinUty dungci brou^t about 1^ the caamirm re- 
portiiig IndiutTy, recent regulatoiy requirements sgreed tD by the three national 
eooromer rvpoiiing agmcin with Stat« Atlornqra General and the Federal Trade 
Camndaaton,* make most of the amendments proposed by 8.783 unnecessary. Par 
eumple, the fbllowing changes In industry practicea aie now mandatory for all cred- 
it bureaus alBBated with the three national credit imortlng agencies: 

1. nwide all consumers toll-lree access to the cremt bureau. 

2. Purai^ to lite consumer information maintained in hia or her Me within four 
business days after receiving the consumer's request. 

3. nimisn a report without diarge to a consumer if credit bos been denied within 
60 di^ (current law provides for a 30 day period) after the Gonaumet's request if 
the information come mnn its own files, or if the information that led to the denial 
was furnished by a competitor. 



6. Ada|^ octeosive procedures when investigating disputed items, complete the in- 
vestigation within 30 days of receipt of the consumer's dispute, and piuvide the 
consumer with the current correct version of his or her credit report; if tne informa- 
tion haa not been changed to the consumer's version, notify the consumer of his or 
her ridit to file a statement regardinD; the dispute. 

6. Maintain procedures to ensure tnat inaccurate or unverifiable items that have 
been deleted or corrected do not reappear in consumer reports. 

7. Disclose dearly and conspicuously to the consumer the ri^t to have the credit 
bureau fiimisb notice to prior recipients (during the past two years for employment 
reports and during the past six months for other reports) that an item has been de- 
leted or corrected. 

6. Disclose eleariy and conspicuously to the consumer in writing the ri^ to dis- 
pute any informatk>n and the ri^t to have any information deleted if it cannot be 
reverified. 

9. Institute proceifaireB to maiie t^e consumer report easier to read for consumers 
(in "n^ns Union's case, undertake consumer research throu^ an independent com- 
pany to determine if the reports may be made easier to read and understand). 

10. Listitute procedures to ensure (hat when a consumer has multiple files st the 
credit bureau, all information in all nies is given to the consumer and to the sub^ 
scriber; and eliminate multiple files adcr June 30, 1993 (Trans Union's order). 

11. Require in all contracts with subscribers that they make a "firm offer of cred- 
it" to each consumer whose name appears on a prescreened list and take reasonable 
steps to enforce those contracts (Trans Union must also request and review a copy 
of uie prescreened mailing). 

12. Refuse to create or piuvide lists to be used to solicit purdiase of goods or serv- 
ices (Eqnifsx); use only bmited identifying information from its data base to create 
lists far marketing purposes (TRW). 

13. lochide in the disclosure to each consumer his or her risk score, together with 
an explanation of risk scores. 

In addition to the above-mentioned provisions of the Consent Decrees/Agreement 
that parallel provisions in proposed legislation, the following provisions of tiie Con- 
sent DecreesAgreement man^te the adoption of procedures that go beyond provi- 
sions in the current PCRA or in proposed legislation: 

1. Implement and maintain procedures to prevent the occurrence or reoccurrence 
of "mixed files" (e^., a consumer report in wliich some or all of the information per- 
tains to a person other than the lierson who is the subject of a consumer report) 
(TVans Union's order and the Elquilax Agreement also require adoption of reasond)le 
measures to provent reporting of information that is not likely to pertain to the 
consumer ana to prevent duplicate listings of an account with the same mnnlber 
number, opening date and consumer account number). 

2. FoUow reasonable procedures, before information is used, to detect logical er- 
rors in credit information (Trans Union's order refers ta 'detect data format errors, 
programming errors or other inaccuracies* instead of "logical errors'^. 

3. Advise all current subscribers and affiliates and new subscribers (and request 
sffiliates to advise their subscribera) that they will be expected to obtain from con- 



^FTC 0. TTlVr Inc. Civ. Action No. 3-91CV2661-H (N.D. Texm, Dec 10, IMl). adar fax- 
My modified Sept. 24, 1992 to cover maAeting practicea; TRW, Inc. u. Don MoraieM. Aaantty 
Jaurat ofUu SlaU afTixtu, il oL, Civ. Action No. 3-01-1340-11 (N.D. Teuu, Dee. 10, 1991) 
(consent order with 19 Stale Attorneys General^ Equifax Agntirunt of Anuranai, accepted 

'-'" '~" ' """■th 18 AUemcyi General^ Alabama, et oL u. Tram C/nion Corp., Civ. 

). m, Oct 36, 1992} (consent order with IT AUornqv Goieral). 
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niBwn TuU IdentiQrins InformBtion" (defined as full lait and first name, middle 
initial, fuU oddreaa anaiip code, year of Urth, any generatfanal desienatioa, and 
■odal Mcurity nnmber) and require that subacribera use that informatTon wh«n re- 
parting on oniNmera to the credit bureau and when requesting consumer reports. 

4. Adopt the BZ/BS Segments of tlie Metro Consumer ReportinK Fonnat <tfie in- 
dnatry standard format for reporting inTormation to credit buroaus). 

6. Provide in the consumer report the name, address and telephone number of the 
alBliate if It ia the entity that will perform reinvestigatian of information In the re- 
port (Truoa Union Consent Order and Equifax Agreement). 
Cndit Oranton' ChoTtgtt 

In the' 

nntlf U ._ , _ 

mat IS reported to credit bureaus by on-line data processing systems. It is in our 
int«i«at as well aa connimers' interest to da so. As credit grantor*, we depend upon 
the credit reporting Industry to fumiah promptly and accurately the payment ezpe- 



To assist the credit bureaus in meeting their legal obligations, merdionts are im- 
pioving their accounts i«ceivable tai>e information ^sterns and augmenting th«r 
billing tapes with additional informatbn, all to maintain Uw best poMible data base 
for repoitlDg to credit bureaus. Credit p-antors are redoubling th«ir eflbrts to help 
credit bureaus matdi information to the proper credit bureau file. On their accounts 
recelvabls tap« credit gradotors ara iocreaainglv reporting aocial aecuri^ numbera, 
dianfle of addreas and dianoe of account number indicators, as well as hiMtarual 
t the bureaus in resolving disputes, credit grantors 



payment pattam data. To assist the bureaus in resolving disputes, credit grantors 
ar« improving the rvaponse time tor conaumer disputes that are communicated to 
the credit grantor by the credit boivau. IHmely ana thorough responses are an im- 
portant part of the industiys multi-faceted commitment to improve accuroqr and 
fnaintjin the intcfiri^ of credit bureau files. 

Many credit grantors have developed an automated credit update process to im- 
prove UMdr reaponsBS to customer inquiries received direct^ from consumers. lUs, 
coupled with the new automated consumer dispute verifications received from credit 
bureaua, will dramatically improve both response time and the effectivenesa of the 
~~~paaae. When an inquiry is investigated, the results are now normally reported 
._ oil ttine credit bureau networks, and a confirmation tetter is sent to the 
conaumer. While we cannot say that every credit grantor rosponds to its customers' 
ioquiiy in on Identical fashion, it has become evident to credit grantors that aulst- 
ing credit bureaus in providing a timely and meaninKful response to a customer's 
inquiiy is an integral part of its obUgation to deliver the best customer service that 
is reasonably wilhm its power to provide. 
PropoMd Liability Upon Information Furmahen 

1^ decision Congress made two decades ago to enact a law imposing an obliga- 
tion to protect the privacy of and to grant access to consumer reporting agency fuea 
correctly placed that obligation on the companies that compile and sell third par^ 
information. We cannot support the bill under consideration today for a number of 
reasons, the most critical or which is that it proinses to create substantial compli- 
ance obligations and impose mfuor civil and administrative liability upon the hun- 
dreds of thousands of creditora that voluntarily report their customera' account pay- 
ment history to consumer reporting agencies. As we said at the outa^, that would 
be a drastic departure from the longstanding policy that eomplianoa obugaUoos and 
dvil and administrative liablU^ should be concentrated upon those companies Uiat 
are in the business of assembling and diaaeminating, third party information. 

S.783 provides for dvUpenalties of up to $10,000 per violation in an enforcement 
action broo^ hf the FTC against any person who violates the FCRA. Further, any 
oT 60 State Attomeya General would be authorized to bring a civil action fa 



damages on behalf of consumers, to seek any remedy allowed under State law, and 
to collect a civil penalty of up to $1,000 for eadi violation. 

S. "res alao includes a private right of action a^inst furnishers of information and^ 
while there is a restriction on private law suits in sections 616 and 617, it is limited 
to a violation of section 622(aXl) (f.g., furnishing Information if the fumlaher knows 



or should know the inrormatioo is incomplete or inaccurate). I^e scope of this re- 
striction Is not clear, because section 622(d) provides that sections B16 and 617, ttie 
dvil liability provisions of the FCRA, shall not apply to any violation of section 



622(a) (not nist 622(aXl), as provided in sections 616 and 617). 

Desirite Uiis aniarent inconuatency, canaumers would be authorixed to sue fur- 
nishers of information for anv alleged violation of sections 622 (b) and (c) and fur- 
nishers would be subject to tne aforementioned administrative liability imposed I^ 
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the FTC and 60 difTereat StaU Attorney* General. Thus, the FTC ccmM saek civU 
penalties and any of 50 State Attomeyi General could sue for danuAea, including 
punitive damafles and minimum itBtutoiy damages between $300 analljOOO when 
alVetfny that the violation was willful, in the case oTd) the duty not to ntrnidi in- 



tartamtioa if the furnisher knows or should know the inlbrmaUon ia Inoonqdete or 
inaccurate; (2) the duW to correct and update information; (3) the dn^ to piDvide 
notice of the eonsumet'* continuing dispute; (4) the duty to jnovide notice or doaed 
aocounta; and (6) the duty to provide notice of the atart of cwUnquen^ of account*. 
Horaover, the FTC, anv of 60 State Attorneys General, and any consnnwr may 
bring a civil action for umages and attorney^ fees, in connection with (1) the du^ 
to provide notice to consumers of information furnished to consumer reporting agen* 



. , r whidi that information is furaisbed; and (2) Uie du^ to 

review all "rdevant information' submitted to the consumo' reporting a^ncy by the 
consumer, eomidete an investigation with respect to disputed informatioa, and i»* 
port the icsulta of that investigation within 20 days. 



sistency b 

622(bX1), and the provision in aection 622(d) that sectioiui 616 and 617 shall not 
apply to any failure to comply with lubiection (a) of section 822, there is still enor- 
mous exposure to private suits and administrative action that furnishers of informa- 
tfain simply cannot accept. 

The net effect of imposing dvil and administrative liability upon furnishers of in- 
formation reported to credit bnneaua would be two-fold. First, the threat of adminis- 
trative challeage in the event of fumiihing inaccurate inlbnnation could force credi- 
tors to reduce aignilicajitly the frequency and volume of information reported, if not 
eliminate it entlraly. The threat of challenge would outwei^ any incentive that ^- 
iata to regularty report all customers' account histories. The adverae eifects upon the 
data base that creditors have come to rely upon could seriously hsmoer credit grant- 
ing. To function effectively, the consumer credit marketplace depencfs upon cr^tors 
bemg wilting to ivgularQr report their customers' payment historiea. The system 
simpljr will not function as eflectively if creditors can be sued in conneetioD with 
their mformation reporting practicea. 

The result of imposing pnvate civil liability upon businesses that furnish informa- 
tion to credit bureaus (as noted above, consumers would be authorized to sue fur- 
nishers as to certain requirements) would be that virtually every delinquent 
consumer vdll be assured of having a new cause of action in the event the creditor 
se^s to recover the balance due on the delinquent account, lliis cannot be Justified 
hy the current state of affairs. 

Conaumen at present have substantial rights to dispute their account balances 
under the fair credit billing act provisions of the Truth-in-Lendlng Act. When thoM 
balances are overdue, and not disputed, what in the past has been a straidttforward 
case of seeking to coUect the amount due will become a cose of threatened UUgation 
by the dditor over the creditor's FCRA compliance. The mere threat of suit, with 
the attendant coat of attom^a fees for both parties to be paid by the ^rnlsher, 
generally means paying the consumer a substantial sum in settlement, irrespective 
of the merits, because it is more eoonomicaJ to do so. Even for consumers whose ac- 
counts are current, challenges to furnishers' compliance will be eonunonplace. "niis 
occurred under the Truth-in-Lending Act between 1969 and 1981, when the TILA 
ffimplificHtion and Reform Act was passed. During that period allegations that the 
creditor failed to adhere to certain tedmical requirements of the Tnith-In-Lending 
Act were commonplace. We urge Congress not to repeat that mistake. 
Stole Adminialmtive Enforcement 

nie bill before this Committee would give sweeping authority to State Attorney 
General to bring suits in Federal court to obtain relief against anyone who vu- 
lates—the FCRA. Even a technical violatbn could trigger sudi enforcement. 

Iha bill effectively would grant eadi Attorney General the power to establish his 
or her own set of standards, throu^ the exerdse of pnaecutorial discretion, in the 
brinnng of caaea. Regardless of the FTC's posftbn, the notion of what constitntea 
a violation of the FCRA is inherently susce|ftible to differing interpr«tatlona. Rather 
Qian produdng nationwide consistency in regulating consumer reporting conduct, 
this pravirion could create diaos in the interpretation and enforcement of Qw FCRA. 

The FTC should continue to have sole authority to enforce the FCRA and should 
be the only and Rnal arUt«r of the meaning of the FCRA'i provisk>ns, subject to 

i_j:_i-i .J.. . -L-- .L- T^r, ^ .-....■^ ijg authority. The notion 

s act as a FedeKl po^r- 
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maker could create a l^al ni^tmara Tor legitimate buaineasei, eapedally tbow op- 
erating in a nnlti-atate environment. 

Iliia grmnt of authori^ ia unneceMoiy. The FTC* enforcement authori^ ia a 
m^ior deterrent ta noncon^^nce and the Ull praposes to drainatically inctease that 
authority by adding liability lor $10,000 per vio&tinn in dvil penalties. Moreover, 
State AUomeyB G«teral alrea^ have ample authority to combat unfair nod decep- 
tive practices in their States. This can be seen in the incresae In acUvi^ by a num- 
ber ef Individual Stale Attomeya General in combating unlawiiil pra^ieea and in 
the NAAG'i oooperative activi^ In this area. Some would cite this inereaaed eofcrce- 
ment activl^ as Juatilkalian for turoing Federal authority over to the &ates. Ia 
fact, it la dear evidence of the BufTictency of existing State and Federal law. 

For years creditors have been careful to refrain from furnishing third pa>^ infor- 
mation about their customers, in order to avoid being subject to the complex proce- 
duiea and substantial civil and administrative liability that attaches to being con- 
ridered a *^GonBumer reporting a^ncy.' NRF strongly opposes any departure fit>m 
this approach to regulating uie fleld of conauroer reporting on the ground that it 
would uniaiily subject creditors to chsllenge for engaging in legitimate snd reason- 
able budneas practices. We ara unequivocal in our position that, notwithstanding 
the present jropoaal to place limits on furnishers' liability in private dvil actiona, 
Qiere la no bs^ for creating a new cause of action l^ which to challenge creditor 
infbrmstion fbniishing practices. 

As we have said, lumishers of information do maintain their account histoiy 
records in an accurate manner. It is in their interests to do so. When then b an 
«mr, whidi occurs infroquently. the consumer becomes aware of it in the courw 
of being billed and there are procedures in place under the fair credit billing provi- 
sions of the "nTith-in-Lending Act to correct any sucfa errors or to pennit the 
consumer to dispute items that cannot be agreed upon. 

hi todw^ business environment, (n«dit can be granted virtually instantaneouslv 
because tne vast majority of credit bureau files are current, complete, and are read- 
ily available. Access to those files is immediate and relatively inexpensive in the 
presoit regulatoiy environment. Nothing should be done to ^ter the current bal- 
ance that exists between ensuring accuracy and access to the moat reliable source 
of the key predictor of creditworthiness— how consumers pav their existing accounts. 
Speaking wr retailers, we do not need the threat of liabilitv to get our attention. 
We ask that you carefully examine the recent changes brou^t about wotuntarity as 
well as tboae mandated by administrative actiona against the consumer nporting 
industry and let us continue to woric to improve the system in an atmosphen disr^ 
acterixed by positive rather than n^ative incentives. 
CompUaiux Burdtna AttribulabU to S. 783 

Turning to the specific provisions of S. 783, we acknowledge that a concerted eflmt 
was undertaken to review and revise certain previous FCRA reform proposals. A 
substantial number of provisions that appeared m last session's principal House Inlt, 
HJt. 3696 (whidi was reintroduced in this session as H.R. 619), as well as last 
year's Senate bill, S.2776, have been incorporated, in substance, in S.763. We note 
a number of signiUcant provisions that accommodate credit grantori^previously ex- 
plained conoema. For example, S.783 properly excludes from the FCRA's definition 
of Consumer report' the sharing of information among afliliatMl companies tor mar- 
keting purposes, if certain procedures are followed; authorizes prescreening for mar- 
keting puTiMBee; and does not re<piire credit bureaus to furmsh consumers a free 
credit report upon demand. In spite of these important provisions, the bill befbre 
you containa cAher provisions which would impede legitimate buainess practices 
without delivering counterbalancing consumer benefits. 
Kniplaytnait Rtporim 

Before taking adverse action on a prospective or an exlatiag em|doyee based on 
information in a consumer report, the consumer would be requirM to be given a 
'Veasonoble omiortuni^ to respond,' unless there is a reasonable belief that fraudu> 
lent or criminal activity ia involved. In the case of prospective employees, this re- 
quirement would cause severe operational problems when hiring is done on a lem- 
ponuy or seasonal basis. There simply is not suflident time to defer certain hiring 
decisions until the applicant goes through the process of seeking reinvestigation of 
his or her a«dit bureau report. While we aro not in a position at this juncture to 
reoommend language to accommodate this and other concerns regarding new compli- 
ance oUigaUona in the area of employment reporting, it ia a subject that should be 
sauuniaea in move detail before legislation ia enacted. 
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Pmenmiitg fitr Dinet MaHutmg 

Dte bilTs limitation that only the eonsumer'i name and addreaa may be fiimWied 
for dinct mariwting purpoaea ia unoeceaaarily natrictiva. ^la abaeaoa ti a tele- 

Sioae munbar wouu eOeetively preclude telemai^ceting aObrta. The abeeooe of oer- 
in demagrairfiic information would al«o hamper segmentatloa that 1> eaaential in 
dinct maAetinja' eflbrta. Thete it no Invaaion of privacy or conanmer abuaa that 
wamtnta a dilKrent rate when preiciveniiig to loUdt for credit and vrtien 
praaaveaing to Mlidt the purdiaae of good* and aervices. In both caaea, the only 
raatricttona ihould be that a firm offer must be made and that the infonoation fbr- 
niahed pertaining to a consumer not identify any particular creditor or other buai- 

Aee^lanee of PoaiUve It^ormaMon 

The bill before you would amend FCRA aectitm 605 to require that a consumer 
reporting agencv mdude in the consumer's file '^levant and timely information 
. . . if it wouldnave a positive impact on a determination of CTeditworthinesa."niis 
means that a consumer would have the ri^t to include in the credit bureau file 
his or her Justification for delinquency, whether valid or not, and could do this for 
eacfa ftocovnt that wa* not paid on time. 

Who would dedde what Is Velevant*? Is it relevant that the consumer was not 
employed last year and therefore couldnt pay the department etore? It is relevant 
that he or she quit the job versus having been fired? Was he or she ill during Uils 
period? What was the nature of the illness? Is a court's decree for atimoav and'or 
diild BUpjDort rekvant? Is it relevant for inclusion in the redpienfs aa weU aa the 
obUooi's file? Tile point is that if consumere have the unqualilted ri^t to have their 
craft report include any '^levant" Information, that would change the basic nature 
and diaraGt«r of consumer reports. It could seriously disrapt the process of uaem- 
bling informatiMi and, more important, once collected, the CTMUt bureau report 
would have to inchide it in all reports that are foraished. llils would make credit 

h more ei " 

tystem th . , 

Notwithstanding the previsions authorizing the FTC to imidenient thia new r»- 
quirement by rale, the credit report should not be changed litim today's ottjectiva 
rraort (^ the Gooiomer's account histon to a subjecUm seriea of recitations about 
why that state of affoin happened. While loroe consamers would not abuse thia new 
privilege, aome would torn ii into a licenae to haraaa the credit bureau, disrapt the 
procaaa of consumer reporting, and diallenoe the credit grantor with failing to con- 
sider the consumer'a "relevant InformationT' should tlte consumer be turned down 
for credit baaed on the bureau's derogatory Infonnation. Indeed, this provision wimld 
give the 'credit clinic" Industry that preys on both consumera and credit bureaus 
one more tool with whidi to coerce creditora to delete accurate but derogabny ac- 
count histoiy information. 
New Diaeioaunt For Uaera 

lite requirement ia proposed sectioD 622(b) to disclose the tvpe of information Air- 
nisbed and the frequency or circumstances of sudt reports beura reporting infoRna- 
^n to consumer reporting agencies is not necesiaiy and cannot be justified in view 
of the proposed liability that alleged noncompliance would entail. In our experienGO, 
oonaumierB are well aware that their account nistoiy information is reportea to cred- 
it bureauB. Indeed, thoae consumera who are most affected are reminded of this in 
the oouive of collection activities by crediton and debt collectore. 

While this proposal envisions a blanket notice when the account ia first opened, 
accommodating ytt, another disdosure could present operational problems in finding 
additional space for one more in what has become an ever increasing series of dis- 
closures mandated by Federal law (Trath-in-Lending Act) and State retail install- 
ment sales acts befbre the account ia ooeoed. 

INitting the operational preblema aalde, the effectiveneaa of requiring mora diacto- 
sure is open to serious question. Ctvditon' applicationa ara already bursting at the 
aeama from the induaioa of State and foderally mandated notices. More important 
virtual^ every open-end credit agreement, whidi pursuant to Federal and State law 
mnat be given to tbe oonaumer before tlie account ia used, currently contains a con- 
tractual praviaion disdoaing that the creditor will obtain credit repmi* when review- 
ing the anplieation and laur in connection with extensions of credit, and that the 
consumers account histoiy information will be reported to credit hunaus. Wa be- 



Beve ttiat adding another extensive disdosure to the existing requirements will fur> 
Iher exacerbate the phmomenon known as "Information overioad." Tliat is, when a 
large number of diaclosures are provided to the conaumsr in a document, as at 
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a tune out" and ignon all 

Retailna may nject a eonauowr's check when the check i» pnientod at the cuh 
rngliter. baaed upon a chedi authoriiatton company*! computer anthoiiiation aya- 
tam or upon an encoded liat of ched-related iafDnnation. Under current common 
piactke, dieck autiwrixatfon doei not Involve furnishing a Consumer npoif h^ 
caoM the Information doei not identi/y any individual conminwr. Arguably^Ottt 
dted authorisation oompany'i report becomei a 'eonaumer reporf under the FCRA 
at the point in Ume when the infonnation liimiahed ia matoied to an tndividual 
Gonsnmer. llw ntailer would not, however, be in a poaition to send that conaunwr 
a formal notbe of adveiaa action. When the die<^ ia declined based on that Infifrma- 
tion, the customer often responds by Myiog caA or tising a third party credit card. 
Or the eonaanier may simpiv leave Ute store without making the purduwe^ lltere 
ia no reooid of the consumei's name and address and the retailer may have no idea 
why the ttuek was not authorized. The retailer would thus not be in a paaitian to 
nuul the conauaver a typical eection 61G(a) notice of adverse action. 

Uore important, thoe is no practical way for the retailer to provide the "Up-front^ 
notiGe of its inibnnation furnishing practices which, as we noted above, we t^l is 
unnetiaaiy in any case, lliere Is no account sgraement or other written document 
existing between a dwdc writing customer ana the metchant. The bill's authorisa- 
tion to post a notice "at each location where checks ate accepted" is not a solution, 
becausa "location* could be interpreted to mean each aalea counter. Unlike the eu- 
permaiket dieck-out counter, today's retail stores often do not place s cash rosier 
on the sales connter, and many merchants' sales environments ate not compatible 
with posting notices. 

Aiur fCSk legislstion should, at a minimum, exclude dieck cashing reports from 
any nip-front* diadosure requirement and any requirement to provide a notice of 
advene action dumld exjnessly authorise compliance without record retention re- 
quirements or individualised disclosures, so thst a standard tear-off pad disdoeuie 
would suffice. 
Abtenet of PntmpfyM 

As we have stated, we do not believe there is a need to smend the PCRA. How- 
ever, any legislation on thii subject would be deficient without preemirtion of St^ 
law to ensure that any new Federal PCRA reforms can be implemented in s coat- 
efliKtive manner. The pioposed new Federal law now being considered is not a bare 
minimum "flooi^ and preemption is not an anti-consumer measure, lliere are no 
special local or regional concerns in the field of consumer reporting that outwei|^ 
to* need for nniformi^. 

It is adtoowledged ulat, in the past, the preemption of State consumer protectko 
laws haa been the exception rather than the rule. The reason for this trend has been 
that, traditionally, Ciwgress has set a "floor" of basic consumer ptutectiaiia and it 
waa .anticipated that States would choose to enact additional requlienients where 
that was deemed nec e ssaiy to protect Oie residents of a particular State. 

hi areaa essentially involving local conoems, this Stide-by-State legislative activ- 
ity has been considered by Congress to be an acceptable way topiotect consumers. 
But the field of consumer reporting is an exceptional aituation. ^ould existing Ped- 
anl law be amendsd to create a truly comprenenaive network of protecUooe for con- 
sunsn and correepondlng obligatioas upon consumer leporting agencies and' credit 
toTk than would be a compdling need for uniformity. 

There are several precedents Tor Federal preemption of State law. In 196(^ Con< 
gresa preempted State law that set a limit on mortgage inte — "* ' " 

allewMl States to override Federal preemption within two w 
of the Federal law. However, the need of the States to adw 
and interests of their inhabitants regarding the rate of intere 

can be distinguiabed ftnm, and doea not juati^, State-by-Stab_ 

lional field of consumer reporting. The neces^ty of oroviding a stable financial cU- 



eeropted State law that set a limit on mortgage intM«st ratet, although it 
States te override Federal preemption within two veara of the enactment 
'ederal law. However, the need of the States to adm-eaa the li 
and interests of their inhabitants regarding the rate of intereat on a mor^aoe loi 

■ ' "~'^' . -.. 1 - 1 c . 1 .. . .-..,. n. . 1 r.. . . ^^jg^ j^ T^ J, 

g. The necessity of providing a stal ~ 

il preemjptio: 

s of ovdit card solicitations Justified Federal preemption of State law on that 



can be distinguiabed ftnm, and doea not juati^, State-by-State variations ii 
tional field of consumer reporting. The necessity of providing a stable fina 
mate Justified Federal preemjption of Stete due-on-eale clauses In 1983. Hie national 



snbiect in 1986. 

Ine fact that preemption of Stete law has been sn infi«quent phenomenon does 
not mean that it is bad polky. In order te Justify Federal pteemption, the followins 
eonditiona should be present- 1} a problem area that is truly national in scope, 2) 
a Federal legislative solution that is comprehensive snd effective fbr consumers, re- 
gardless of what State or region they inhabit, and 3) the benefits derWed finmi com- 
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with one Mt of unifcwm hiIm outwei^ tha tnditioiul grant of mtboritj to 
'-- to add their own variationa. All ortheae factor* an pnaent her*. 



Today, conaumara move from one ^ate to another wtth incrMaiiig hsonei 
moUliW mean* that caoaumer reporta and credit aooounta are rarely mtoM 



>Ttty orconmmer reporting ageodea belong to one of three 
n, particularly card laauei^ are increaain^ operating m 
auni-Stata level. The day when cr«dit reporting and credit 



GompdMnaive aet of new benelita and pratectioos for consumers at the 

leveL Individual State variationa in diadoaurea, opt-out lulea, GampliaiL__ , 

durea, etc are not cost-effective and they do not MneUt consunwra. Rather than add 
"diveni^," tbey lead to ooafuaian for Ganaumen and diaruption and diaoa tar iodua- 



jO consumer reporting Held ia not decentralized, aa ai „ 

adndniatnUon, snergy aaautance for the poor, and education for cUldrea wtut dis- 
abOitiss. When a II«M ia truly national in acope, and the Federal lagial^va aohi. 
tions are conumhenalve, preemption of State law la the correct, albeit politically dif- 
flcnlt, dioku Co make. 

De^itte the arguments oT certain consumer groupa to the contrary, no rignlficant 
State consumer ptDtectiona will be abolished by including Pedend preemction in the 
new FCRA. With very few exceptions, existing State laws parallel the aO-year old 
Federal law, and none onand upon the proposed new Federal reforms, except fiv 
the cost of a credit report (when one is not available without ehaige), wtudi la i«gn- 
l^ed in a Cbw States. Even in this area, as explained abeve, there ia now virtual 
uidformi^ becauae all three national credit reporting netwoika have agived to limit 
the cost oTasdit reports. 

It is important to remember that the preem^ioa of State FCRA laws would not 
mean that there will be Federal preemption of State privacy laws. States would atiB 
be &«e to enact laws regulating prsctioes that are outside the scope of the PCRA, 
Budi as vidso privacy protection, electronic communications, and the like. 

The consumer lepOTting and credit granting industrisa have been able to tbnction 
wtthoot prsemptfon of Stata law until now becauae the mqjority of State enactmeota 
have beni consistent with the Federal law. But the recent locus on the ooosumer 
reporting industiy in Congress and in the media has reaulted in the introduction 
gf ^1^—^ >r at-i-l ..u.i...-^l_ __^j_i,. kill. _-J i_^ u— u_ l_u» __ 1— t-J 



la California, Maine, Bilaiyland and Vennont. This trend roust not be permitted to 
continue. 

Moreover preenqition of a few select provisions of State law (sometimes referred 
to as the Silver bullet' approadi) that was included in last year's Senate bill, 
S. 2776, is not an acceptable approadt to preemption because ail sections of the 
FCRA are interdependent, as exuained below. 

1. O^Uions ({603>— The deiinitkins that tri^r the obligatkina of the FCRA, 
sudi as ^nsumar report" and 'tensumer reporting agenqr" are Uw foundation m 
this law. U IS essential that a business operating in one State be treated in the 
same way as a buaineas engaging in the same activity in another State. Similariy, 
a "firm ofler of credit" in connection with national or multi-State credit card sottdta- 



tions cannot be defined differently in New York and New Jeney. UnUbnnity regard- 
ing the Sim offer of credit is essential for the same reaaon that Congreaa de3<'~ ' 
in laSB that the Truth-in-Lendlng diselDmres for these solicitations shouM bs u 



2. PtrmiatibU Purpoun ofR^orU ((604)— The permissible purpoaea that anthor- 
ixe obtaining a credit report are set forth in standard credit bareau oontracU sub- 
scribed to hf natkmal and multi-State credit gramtors. lliess k<y FCHA rules estab- 
lish the initial framworit upon wfaidi all other FCRA lulea are baaed. Ilieae lulea 
should be the sanw in all States to avoid the disruption and burdens that will be 
caused by adminiittring State variations when a creditor is authorised to obtain a 
credit r^ort or «4)en prescreening Is permitted. Fw example, the national opt-out 
system, wlildi srises under the permissible purposes s e ction, could not be operated 
emcUvety if States enad different rules that^iport to be mora protective, sadi 
as an '^opt-in" praoedura instead of tbo Federal 'opt-out*. 

3. Obsolsaocnos (8806)— Statee mi^ decide to require shorter time periods for re- 
potting adverse Infonnatfon, or impose graduated time perioda. lliia woold be ex- 
trained disruptive to credit bureaus, the vast miuoTity or whldi ara afllUated with 
one of the three national consumer reporting agenclea. The effect would be that tho 
moat restrictive rule '■"p—*-* by any « the populous States would have to be adopt- 
ed aa the national reporting practice, becauae Implementing different obseleacence 
pncedures for different l^ates would not be foaaOiIe. Unlen thia lowest common 
denominator^ s^roadi la taken, national credit reporting and credit granting would 
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be diiropted. Even if credit bureaus could adopt difTerent procedures, luitioiial credit 
grantors wcMld not be mble to uniformly app^ their creut granting criteria to the 
cre^ reports of resident* of States that have oiflerent obsolesoence rules. 

4. iXsdoiwre of Invealigaliot Rtpwta ({ 606>— Disclosures regarding investigative 
raporta, used primarily in the multi-State insurance and employment areaa, would 
be mndi more burdensome If different State disdosure requirements were added to 
the Federal disclosures. 

5. Coti^ilituiet md Dispute Pnteeduns (f 607, (611)— ■'Rieae rules govein how a 
otmsnmor reporting agenqr conducts its business, determines who is ei^tled to por- 
diaee consumer reports, end, among other thinn, what pracedurea to follow when 
a consumer disnutei informatian in his or her lUe. If States impose difforent time 
periods for resolving a dispute, or difTerent procedures for ensunng accuracy, credit . 
bureaus and creditors will oe severely hampered in their operations. 

S. iXaefosun (o Qotiemment Agtnaea {( 608)— The lon^-standing Federal rule per- 
mittjns a consumer reporting a^nty to nimish identifying information to a govern- 
mental agency could not be uniformly complied with if States were permitted to 
modifv or eliminate it. 

7. Ditdomrti to Consumers ({609)— The Federal law governs disclosure to the 
Gonaumer of the informntjon In Uie credit bureau's files, including the manner of dia- 
doeing Um information, the source* of the Information, and the redpients of the in- 
fonnttion. Clearly these rules should be permitted to be applied uniformly by the 
national netwoik of consumer reporting agendes. 

8. Conditions o/" Diaeloeure to Conaumm ($610)— The Federal rules regarding 
how disdosuies wiU be made to consumers (in person, by phone, in writing, etc!) 
and the current law's pravieion eatabliahing the necessaiy immunity fnm auita for 
defamation, invasion m privacy or negligence with respect to information reported 
by a conenmer reportlr^ agency (except as pmvided in aectiona 616 and 617, or as 
to lalse information furnished with malice or willful intent to iiyure), should not be 
dumged on a State-lw-State basis. For example, the credit buieau that serves the 
entire Waahingtcm, DC metropolitan area could not reasonably be expected to imple- 
ment cme disc^sure procedure for residents of Silver Spring, a dilTerent one for resi- 
dents of Capital Hill, and a third proceduic for residents olAriington, Vimnia. 

9. Chargta for DUelosung ({612) — The charge that can be imposed when no ad- 
verse action has been taken, or when a notification is to be given to a person dee- 
ign^W by the consumer pursuant to section 611, need not vary by State, in view 
(H recent developments that enatue relative uniformity in charges imposed by credit 
b«>reaae. 

10. Public Record Informalian for Employment Purjioae ((613) — Hie Federal rule 
mandating special treatment of public record informeuon when a report is fiimished 
tar emplc^ment purposes delivers strong protection to consumers and the rule 
should M unifbrnuy appUed. 

11. Reitrietiona on Inoeitigative Reports (S614) — As noted in item 4 above, inves- 
tigative leporta (whidi are not used in credit granting) commonly crass State line* 
aod tbdr preparation and communication would be impeded if they are subjected 
to <Ufferent rules on a State-by*State basis. 

12. Uaers of Consumer Reports and Furnishers of Information (§616, §622)— The 
disclosures lequiied by crecut grantors in section 616, and the procedures and dis- 
doeure* that would be impoaeo upon furnishers of information in proposed new eec- 
ticm 622, if enacted, would create significant new obligations for credit grantors. De- 
spite our Strang objections to some of these pravisions, explained above, if they ere 
retained and a bill is enacted, it is esaential that States not be permitted to vary 
and expand upon these new obligation*. 

We veiy mudi appreciate the opportunity to present the views of retailing upon 
the important subject of consumer reporting practices and we welcome any ques- 
tions you may have. 
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S.783 



M FUr CMit Bipartlac Act, aod fcr otbr pufpoM. 



IN THE SENATE OF THE UNITED STATES 
inn. T (l«ti«bti*« d«r. HUCB 3). 1H3 
Hr. SauK (Sv huwiC ICr. ficnO), ud Hr. I 
ii« bill: wfakfa tpu Md MiH 



A BILL 

To amend the Fair Credit Reporting Act, and for other 



1 Be it enacted by t)u SenaU and Houae 1^ Repmaita- 

2 Hvet of the United Statet (tf America in Congrett aaembted, 

3 SBCnON L BHORT TTn4 TABLE or CONTXNT8L 

4 (a) Short Title. — ^Thia Act m^^ be cited as the 

5 "Connimer Reporting Reform Act of 1993". 

6 (b) Table op Contents. — The Mowing is a table 

7 of contenU for this Act: 

Sk. 1. Short liUntmbfe of BonlaitL 

TITLE l-^\UENDUENTS TO THE PAIR CREDIT REPORTINa ACT 

3«. 101. DrfinitioK 
S«. 101. [ 

S«. 103. A 
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TITLE n— CREDIT REPAIR ORGANIZATIONS 
Sk. 201. RcfnUboB of cndit tcptk oiiBtintiiM*. 

1 TTTLE I— AMENDMENTS TO THE 

2 FAIR CREDIT REPORTING ACT 

3 SBC Ul. DBPINTnONS. 

4 (s) Adverse Action.— Section 603 of the Fair 

5 Credit Beporting Act (15 U.S.C. 1681a) is amended by 

6 adding at the end the following new subsection: 

7 "(j) The term 'adverse action', when used in connec- 

8 tjon with any action based in whrie or in part on any in- 

9 formation contained in a consumer report, means any ac- 

10 tion which is adverse or less favorable to the interest of 

11 the consumer who is the report ifutgect Without limiting 

12 the genera] applicability of the foregoing, the fbllowing 

13 conatitute ad\-erse actions: 

14 "(1) Credit. — .\jiy denial or re^-ocation of 

15 credit, anj- increase in the cliorge for credit, any 

16 change in the term^i of an existing credit ami^e- 
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1 romt, « any refusal to grant credit in mbatantiaiiy 

2 the amoant or on mbatantiaUr the terma reqneated. 

3 Attempt! to collect debts owed or allegedly owed 

4 shall not be considered 'adverse actions'. 

5 "(2) EXPLOYUBNT.— Any denial of em;doynient 

6 or other adrerae or less &vorable dedsiMi rdating to 

7 employment pnrpoaea. 

8 "(3) Inbdrancb. — Any denial or eancellatitm 

9 of, any increase in any charge for, or reducticm or 

10 other adverse or un&m>rmble change in the tenns of 

11 coverage or amount of, any insurance, listing or 

12 applied for, in connection with the underwriting of 



"(4) License or benefit. — ^Any denial or 
canceUation of, or any increase in any charge for, or 
any other adverse or unfovorable change in the 
terms of, any Ucense or benefit described in section 
604{3)(D). 

"(5) GONSUIIER INITIATED BUSINESS TRANS- 
ACTION. — ^Any denial or cancellation of, or any other 
adverse or lui&vorable change in the terms of, any 
businesB transaction \^ch the consumer has initi- 
ated or sought to initiate.". 
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1 (b) Deftnition op Consumer Rbpdet.— Sectkm 

2 $03(d) of the Fair Credit Bcporting Act (15 U.S.C. 

3 l$81a(d)) is amended in the tecood sentence — 

4 (1) t^ inaertinff before the aemicolon at the end 
3 of clause (A) ", or any conunonieation of that infinv 

6 mation or infbrmation (i) from a credit application 

7 by a conBumer, provided that it is cleariy and con* 

8 Bpieaoualy disclosed with the api^ication that the in- 

9 formation may be provided to meh entities and the 

10 consumer consents to such disclosure, or (ii) among 

11 the person making the report, an entity related by 

12 common ownership to that person, and an enti^ af- 

13 filiated by corporate control with that penon"; 

14 (2) in danse (B), l^ striking "or" after the 
13 semicolon at the end; and 

16 (3) by inserting before the period the fbllowing: 

17 "i (D) any communication of infbrmation about a 

18 consumer between persona who are affiliated by 

19 common ownership or common corporate contrtd and 

20 in connection with a credit or insurance transaction 

21 which is not initiated by the consumer, if either of 

22 those persona has complied with section 

23 615(d)(2)(B) with req>ect to a consumer report 

24 tnm which the information is taken and the 
23 consumer has consented to use of the report fi>r the 
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■eeordaace with a«etion 615(d)(2)(C}; 

2 or (E) any report ftuniahed for use in Goaneetkm 

3 with a tianMGtioii which cootiaU of an extension of 

4 cradit to be lued fi>r m commennal puipoae". 

5 (c) Firm Offkr op Csedit.— Section 603 of the 

6 Fair Credit Reporting Act (15 U.S.C. 1681a) ta amended 

7 t^ adding at the end the (allowing new mbaection: 

8 "(k) The term 'firm oEEer of credit' meana tmy offer 

9 of credit to a conaamer that will be honored if, baaed on 

10 information in a consumer report on the consumer and 

11 other information bearing on the creditworthineaa of the 

12 conaomer, the consumer is determined to meet the criteria 

13 UMd to adect the consumer for the offer.". 

14 (d) Cbsdit or Insurancb Transaction Which Is 
13 Not Inttiatbd st thr Consdurr. — Section 603 of the 

16 Fab Credit Keporting Act (15 U.S.C. 1681a) is amended 

17 Iqr adding at the end the tUlowing new subsection: 

18 "(1) The term 'credit or insurance transaction which 

19 is not initiated by the consumer' does not inchide the use 

20 of a consumer report by a person with wtudi the consumer 

21 has an account, tor purposes of— 

22 "(1) reviewing the account^ or 

23 "(2) collecting the account". 



)vGoo<^lc 



1 SBC m. FDBNI8&IN0 AND D8INO BXPOBTSt USE OF tH- 

2 rOBHATION OBTAINID FBOH BSFOVn. 

3 (a) Use op Rbports for Ehpixvthbnt and Bdsi. 

4 NESS PtniPOSBS. — Section 604 of the Fair Credit Seport- 
3 ingAct (IS TT.8.C. 1681b) IB amended— 

6 (1) 1^ atrihing "A conmuner reporting agen^ 

7 m^ ftimiah" and inaerting "(a) In Obneral. — A 

8 consumer reporting ageaey may tanuab"; 

9 (2) in Bobsection (a)(3) (as designated b^ pan- 

10 graph (1)), by amending mbparagraph (E) to read 

11 asMloiwa: 

12 "(E) otherwise has a legitiniate business 

13 need for the infbnnation in connection with a 

14 business transaction that — 

13 "(i) is initiated by the consamer; or 

16 "(ii) is a direct mai^eting transaction 

17 for which the ftimishing of a consnmer re- 

18 port by the agent^ is not prohKntad under 

19 snbsection (e)."; and 

20 (3) by adding at the end the fbllowing new 

21 sabsection: 

22 "(b) Conditions for Purnishino and Usino 

23 Consumer Reports POE EuPLOT-MBNT Purposes.— 

24 "(1) CSRTIFICATION FROM USER. — ^A Consumer 

25 reporting agency may ftimish a consumer report for 

26 empl(9anent purposes only — 
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1 "(A) if the penon nbo obtaiiw loeh report 

2 from the agencf certifiM to the agency th&t — 

3 "(i) the diMlosure required under 

4 pangraph (2) or (3), aa the e«ae may be, 
3 with respect to such conaumer report haa 

6 been made-, and 

7 "(ii) information from the consumer 

8 report will not be used in vioUtaon of any 

9 vplicable Federal or State equal enqdo]'- 

10 ment opportunity law or regulation; and 

11 "(B) if the consumer reporting agoi^ pro- 

12 yides with the report a sununary of the consum- 

13 er's righta under this title, as prescrOied by the 

14 Federal Trade Conunission under aectioa 

15 609(c)(3). 

16 "(2) Disclosures to prospbcttve and cor- 

17 r2kt eupl0ybe8. — 

18 "(A) In OENBRAL. — Eiccept aa provided in 

19 subparagraph (B), a person may not ;»wmre a 

20 consumer report, or cause a consumer report to 

21 be procured, for employment purposes irith re- 

22 q>ect to any prospective or current employee 

23 unless— 

24 "(i) the prospcc-tire or current emr 
23 jrioj^ee lias received, before the report is 
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procarad, * dear and conspienons disclo- 
sure made in vriting that consainer re- 
ports nAy be used for employment par- 
poaes; and 

"<ii) the praepeetive or cmrent em- 
ph^ee has prorided a general or speinfio 
written anthoriution tor the procurement 
of the report prior to such procnrement. 

"(B) VftrrpEN lUTEBIAL CONSrmiTINO 

NOTICE. — A written statement that consumer 
repMta may be used for emph^ment purposes 
which is contained in emplojnee guidelines or 
mftTt^wh svaiU)le to employees and prospective 
empk^reee or indnded in written materials pro- 
vided to such persons shall constitute a written 
diaelosore for purposes of subparagraph (A). 
"(3) Conditions on use for advebse ac- 
tions. — ^Before taking ariy adverse action based on 
a consumer report uaed for employment purposes, a 
person shall proride to the consumer to whom the 
repOTt rdate»^ 

"(A) a copy of the report; 
"(B) a description of the consumer's rights 
under this title, as prescribed by the Federal 
Trade Conuninion under section 609(c)(3)i and 



)vGoo<^lc 



3 patod bjr the MoaniiMr, enspt that if the pei^ 

4 Mn hu ft reunuble bdief that the eonaamer 

5 haa engaged in fraadalent or criminal aetivi^, 

6 no inch opportunity to reapond ahaU be 

7 required.". 

8 (b) USK OP Information Obtainid Fboh Bb- 

9 PORTS.— SectiMi604oftheFairCreditReportiiigAct(15 

10 U.S.C. I6Slb) is fkirther amended hy adding at the end 

11 the (bUowing new sobaeetion: 

12 "(c) Cebtain Vat or Obtadono or Intobhation 

13 PROHIBITBD. — A penOD ahall not nae or obtain infenna* 

14 tion from a consomer report for o&f porpoae nnleaa — 

15 "(1) it is obtained for a poipoae tor which the 

16 consumer report i> authoriied to be ftimiahed under 

17 enbaection (a); and 

18 "(2) the puipoae i> certified in acctuiiance with 

19 aection 607 b^ a iMoepeetive oaer of the report.". 

20 (e) DiscLOSURi of Coksdmbb Reports bt 

21 Users.— Section 607 of the Fair Credit Reporting Act 

22 (15 U.S.C. 1681e) is amended bjr adding at the end the 

23 following new aobsection: 

24 "(C) DlSCLOSUEB OP Ck)N8UliaR REPORTS BT 
23 Users AUXWED. — A consomer r^Mnting agency m«y not 
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1 ptohiiit a luar of a eomnnwr report ftimuhed bf the 

2 ageoBf oa a amsnmer from diactoring the contenta of the 

3 RfioTt to the consniner if advene action againat the 

4 container haa been taken «: ia contemplated bjr the naer, 

5 baaed in irtwie or in part on the report.". 



8 (a) In Obnbbai..— Section 604 of the Fair Credit 

9 RepOTting Act (15 U.S.C. 1681b), as amended by seetiott 

10 102, ii farther amended— 

11 (1) in fubaection (a), by striking "A consiuner 

12 reporting ageoej" and inserting "Sulgeet to sub- 

13 section (d), any consomer reporting agenqr"; and 

14 (2) l^ adding at the end the following new 

15 sabeedicHi: 

16 "(d) LDnTATtONS ON Rbpobts Bel&tino to Cred- 
it IT OR Insurance Transactions Not Initiated bt thb 

18 CONBUlfSR. — 

19 "(1) In general. — ^A consomer reporting 

20 agen^ may fimiisb a consnmer report relating to 

21 any conaiuaer pnTsoant to soboection (a)(3)(A) to 

22 anjr person referred to in sud subsection in connec- 

23 tion with any aolicitation for credit or insorance that 

24 ia not initiated ty the coosamer only it— 



)vGoo<^lc 



11 

"(A) the ocHuomer antbomM the agenej 
to iNOvide such repmt to lodt person; v 

"(B)(i) the trvmetion consista vt « firm 
atter of credit w ifiearince; 

"(ii) the oofuomer r epor tin g Bgetuy hat 
eooqdied with ro beeetion (t); and 

"(iii) the eoasBmer haa not elected in ae- 
oordanoe with aabaectitui (f)(1) to have the cnt- 
SQmtf's name and address acdadtd tnm liata 
[HOTided hy the asenej puraoant to paragraph 
(1)(B). 

"(2) Ldots on infobhation secbivrd 
UNDER PABAOBAPH (i)(B).— A person may neon 
ptOToant to paragraph (1)(B) onl}i> — 

"(A) the name and addreaa of a consumer, 
aad 

"(B) infbrmation pertuning to a eonsomer 
that is not identified or identifiable with the 
conanmer. 

"(3) Information reoardino inquiriss.— 
Except as provided in section 609(a)(4), a eonanmer 
reporting agenuy shall not ftiniish to an; person a 
record of inqnines resulting fh>m credit or insurance 
transactions which are not initiated by a 
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1 (b) PURMISRINO CONSUIOBR BBPORTS FOR DiBBCT 

2 Habkbtino TRANBAcnoNS. — SectuMi 604 of the Fiir 

3 Credit Reportiiig Act (15 U.S.C. 1681b} it fiulheramend- 

4 ed by adding it tbe end the foUowing new lobMctiau: 

5 "(e) FdllNISSINO GONSDXBB BBPOXTS FOR DlBBCT 

6 Uabkktinq Transactions Not Initiatbd bt 

7 consukbb.— 

8 "(1) fubnishino bbpobts prohibrtxd. — a 

9 entsniner r^Mrting agemy m^ not ftirnidt a 

10 consumer report Our nae tor a direct marketiiig 

1 1 tnuuactioa that ia not initiated by the eonanmer to 

12 whom the report rdatea, if — 

13 "(A} the taamiuBr notifiea the agenqr that 

14 the eonanmer doea not eonaent to that oae; 

15 "(B) the report inefaidea any inft»ination 

16 other than the name and address of the 



"(C) ftimiahiDg the infiinnatim woold dis- 
doae the credit payment hiatn;, credit timit, 
credit balance, or anjr negative infininatim per- 
taining to tbe Gonannter. 
"(2) Notification.— A enianmer maj' notiiy a 
eonanmer rqxurting agency for porpoaea of para- 
graph {1)(A) eithei— 
"(A) in 
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1 **{B) in the caae ot an agency wfaidi eom- 

2 ^1m and maintahia filea on eonsomen on a na- 

3 tkunride bans, b^ eallinf tlie toll-free telq>hoiie 

4 nomber establiabed ponoant to nbaeetion 

5 (f){S). 

6 "(0 BLBcnoN OP CoNSDiOB To Be Exclddbd 

7 FbohLists.— 

8 "(1) In QENEBAL. — ^A. connimer may elect to 

9 hare hia or her name and address eidnded from ai^ 

10 list provided by a coiwuner reporting ageacy ponn- 

11 ant to mbaection <e)(2), tQT — 

12 "(A) notifying the ^eni^, throogfa the no- 

13 tificatitm aystem maintained by the ageny 

14 under paragr^ih (3), that the consumer does 
13 not conaoit to any oae of oonsnmer reports re- 

16 lating to the oonaumer in connecdon with any 

17 credit or insurance transaction which is not ini- 

18 tiated by the consumer, or 

19 "(B) retaining to the agenqr a signed 

20 writtoi notice of the election, if provided by the 

21 agenqr in accordanee with paragraph (2). 

22 "(2) Provisiok op -WRnrBN notice to 

23 CCWSmiKB. — ^A consumer reporting agency shall 

24 mail to a consumer a written notice tor purposea of 

25 jwragraph (1)(B), not later than 5 business days 
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1 after being notified ot the elecdtm of the ctmniiner 

2 in accordance with paragraph {1)(A). 

3 "(3) Notification btbtem. — ^Each amsmner 

4 Tqx>Tting agmey which ftunishea a connuntf repeal 

5 pnrsoant to nibaection (a)(3)(A) in connection with 

6 any credit or inanraoce transaction ^rtiicb is not ini- 

7 tiated hf a eonnuner ahall establish and mumfatin a 

8 notificataon syatem, iudoding a toll-free teitipbaoe 

9 number, which permits any consumer iriioae 
10 consumer rqmrt is maintained t^ the agen<7 to no- 
il tiiy the agency, with ^ipropriate identification, of 

12 the consomer'B electioii to have the consumer's name 

13 and address exchided fhim any list of names and sd- 

14 dresses provided by the agency pnrsnant to snb- 

15 aectiim (d)(1)(B). Establishment and maintenance ot 

16 a nationwide notification system and publication by 

17 a conaomer reporting agency on a nationnide basis 

18 in accordance with this paragraph shall be consid- 

19 ered to be in compliance with this paragraph by each 

20 afDUate of the ageni^. 

21 "(4) AoBNcres WHICH opseatb nation. 

22 WIDE. — Each consumer repenting ageni^ which com- 

23 piles and maintains files on consaroOTS <hi a natkm- 

24 wide basis shall establish and maintain a notifieatkia 
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1 vyvtem oncler paragraph (3) jointly widi other aodi 

2 consnmv report i ng agnieiea. 

3 "(5) E F P B CTI V K N 8S8 OP EUBCTION.-^All dOC- 

4 tkm of a canBDmo' Trnda paragraph (1) — 

3 "(A) Shan be effective with re^MCt to a 

6 oonanmer reporting agency bq^nning on the 

7 date on wtiidi the eonsomer notifiea the agency 

8 in accordance with paragraph (1)(A); 

9 "(B) BhaU be effective— 

10 "(i) for ft period of 2 years after that 

11 effective date; or 

12 "(ii) permanently, as may be epecilied 

13 t^ the consumer in his or tier notification 

14 of election nnder paragraph (1)(B), except 

15 that the conanmer may aotily the agency 

16 at any time of a change of election in ac- 

17 cordance with paragraph (1); and 

18 "(C) shall be effective with respect to each 

19 affiliate of the agency.". 

20 (c) FmST NOTIFICATION8 BY CONSCUEBS.— A 

21 eoDSumer may nodfy a consumer reporting agen^ 

22 through a notification ^stem established and maintained 

23 by the agency under section 604(f) of the Fair Credit Re- 

24 porting Act (Hi or after the date which is 1 year after the 

25 date of enactment of this Act 
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I sec IM. AMBNMCNra RBATINQ TO OBftMXn OtWOB. 
1 HATION AND DVOBMATION CONTAINED IN 



4 (a) Sbpeal of Exekftion Pbovisions. — Section 

3 605(&) of the Fair Credit Beportiiig Act (IS U.S.C. 

6 1681c<a)) i> amended in sobaection (a), I^ striking "(a) 

7 Except as anthorized nnder sobaection (b) of this aectioii, 

8 no" and inserting "(a) Obsolete Information. — ^Ez- 

9 cept as otherwise spedficalty authorized, no". 

10 (b) ADDinONAIi INFOBHATION ON BANKRUFTCT 

U Filinos RsQuntED.— Section 605(b) of the Fair Credit 

12 Beporting Act (IS U.S.C. 1681e(b)) is amended to read 

13 as follows: 

14 "(b) Information Required To Be Disclobbd. — 

15 Any consumer reporting agencr that flimishes a consomer 

16 report that contains information regarding toy case in- 

17 vohing the consumer which arises under title 11, United 

18 States Code, shall inchide in the report an identification 

19 of the chapter of such title 11 under which such case 

20 arises if provided b^ the source of the information. If any 

21 case arising or filed under title 11, United States Code, 

22 is withdrawn \ty the eonsumer prior to a final judgment, 

23 the consumer reporting agen^ shall include in the report 

24 that such case or filing was withdrawn upon receipt of 
23 documentation certifying such withdrawal.". 
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1 (e) Clarificathw of Rbpobtino Period. — See- 

2 tuHi 605 of the Fair Credit Beporting Act (IS U.S.C. 

3 l$81c) is further amended by adding at the end the fol- 

4 lowing new snbiection: 

5 "(c) RmnoNO of Beportino Period.— The 7-j«r 

6 period referred to in paragnq>lu (4) and (6) of subaeetion 

7 (a) shall begin, with naptet to ai^ ddinquent account 

8 which ia placed for collection (internally or by referral to 

9 a third party, trtuchever ia eaiiier), charged to profit and 

10 loss, or aabjected to any similar action, upon the ezpira- 

1 1 tion of the 180-day period beginning on the date of the 

12 commencement of the delinqaeni^ \riucfa immediately pre- 

13 ceded the collection activily, charge to profit and loss, or 

14 nmilar action.". 

15 ' (d) DiBCLoeuitE of PsitaoHAL Infobjutioh. — Sec- 

16 tion 605 of the Fair Credit Reporting Act (15 U.S.C. 

17 1681c) is further amended by adding at the end the fel- 

18 lomng new subsection: 

19 "(d) DiSCLOSUBE OF PEBSONAL iNFORlfATION. — ^A 

20 person irtio prepares any <3«dit report which indndea per- 

21 sonal credit information on ai^ consumer shall not include 

22 in the report any adverse item of infbmiation on the 

23 consumer with respect to transactions which antedate the 

24 report by more than 10 years or which could not be in- 
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1 dadnd in my consomer repeat oo the consniner ii 

2 ance with this sectKH).". 

3 (fl) Indication op Closubs op iccovm.- 

4 605 (rf the Fair Cre^t Beporting Act (15 U.S.C. i681e} 
3 is RirtbOT amended by adding at the aid the ftdlowing new 



7 "(e) Indication op Closubb op Account bt 

8 CONSCHBR. — If a cottBonier rqxwting agen^ is notified 

9 jmranant to section 622(a)(4) that a credit account of a 

10 consumer was vohmtaritj' doeed bj' the coosnmer, the 

11 afjeugr shall indicate that bet in aiqr consumer T^ort that 

12 includes infonnation related to the account.". 

13 (f) PosmvB Information. — Section 605 of the 

14 Fair Credit Beprnting Act (15 U.S.C. 1681c) is ftirtber 

15 amended t^ adcUng at the eni the following new snb- 

16 section: 

17 "(0 Acceptance op Certain Inporuation. — ^A 

18 consumer reporting agency shall accept from a consumer 

19 and include in Uie consumer's file relevant and timely in- 

20 fonnatiDn that is not in computerized fuin if the 

21 information — 

22 "(1) would have a positive inqutct on a deter- 
n of creditwortliiness of the o 
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"(2) ii mbmitted in s torn and mumer that 
conqdies with regulations of tba Federal Trade 



(g) ClKBICAL JUONDHSNTa. — 

(1) Section aKJJxam. — ^Tbe beading for aec- 
tion 605 of the Fair Credit Reporting Act (15 
U.S.C. 1681c) ia amended h^ itriking "OBSOIXR 
INFOBMATION" and inaerting "RBQUIBXHENIS 
BBLATINO TO INFORKATION CONTAINED IN 
CONSUMER RKFOBTS". 

(2) Tablb or SBCnoNB.— The table of aectiona 
at the beginning of the Fair Credit Reporting Ant 
(15 U.S.C. 1681a et seq.) ia amended by linking 
the item relating to seetion 605 and inserting the 
(bUowing: 



18 (a) Notice to Users and Providers of Intorhat 

19 TION To Ensohe Compliance. — 

20 (1) In qbnsral. — Section 607 of the Fur 

21 Credit Reporting Act (15 U.S.C. 1681e), as amend- 

22 ed br section 102, is amended by adding at the end 

23 the following new subsection: 
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1 "(d) Nones TO USBBS and Fdbnishebs of Infor- 

2 HATTON. — A conanmer raportiiv vxy shall provide s 

3 notice to any penon — 

4 "(1) who tegularly and in tbe ordinal; conrae 

5 of boaiiieaa ftunidwa infonnation to the agency with 

6 - respect to any conamiMr; or 

7 "(2) to whom a conmmer report is provided by 

8 the agen^ 

9 of aadi person's reqKinsbilitiee under this title." 

10 (2) CONTBMT OF NOTICB.— The Federal Trade 

11 Commianon shall preacrflM the content of notices 

12 under aectioa 607(d) of the Fair Credit Reporting 

13 Act by not later than 1 year after the date of enaet- 

14 mentofthiaAcL 

15 (b) RSCOBD OP IDBNTTIT OF USBS AND PUBFOSBS 

16 C Bitnr m D bt Usebs o? RxFOBra.— SeetioD 607 of the 

17 Fair Cndit R^iorting Act (15 U.S.C. 1681e) is flirther 

18 amended by adding at the end the fottowing new sub- 

19 seelion: 

20 "(e) Pbocdbbuent of Conschbs Bepost Fcm 

21 Besau.— 

22 "(1) DiSCLOSVBB.— A powm may not procure 

23 a consumer report toe porpoees of reselling the re- 

24 port (or the information contained in the reptnl) un- 
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21 
len the pNwa diwloMa to the eonmmer rqxirting 
Bgent? irtiiah origmaltjr ftiniiibed the rqport — 

"(A) the identic of the nltiinate end-oser 
of the rqport (or the information), and 

"(B) each penmnOde paipoM nnder sec- 
tion G04 lor irtiieh the report » famiihed to 
the ultimate eod-oaer of the report (or the 
ixt&maaiion). 

"(2) Bbspc»ibibiutib8 of fbocubirs for 
Bsaud. — ^A perton who pneant a cmuumer report 
tor porpoaea of readling the report (or the infbrma- 
tioD eCBtained in the report) ihall — 

"(A) establiah and conq^ with reasonable 
procedures designed to eunre that the report 
(or the information) is reaold bj the person ont)' 
tar a porpoee for which the report m^ be hr- 
nnbed nnder leclion 604, iodiidlng by ensoring 
that the person — 

"(i) identifies each proqieetive naer of 
the resold report (or the information); 

"(ii) certifies each porpoee fiv ^riiich 
;.the report (ot the information) will be 
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"(in) eertifiM (hat Uw rqxnt (or Ow 
iiifi>nBati(n)'wiIl be naed toe no otiwr ptu^ 
pon;iiid 

"(B) beftMv mdling the report, nuke rea- 
MOiMe eflbrta to ^vHf the identifieitiopi >ad 
eertifiestune made under ndqwragraph (A).". 



9 (a) All Intobhation in Conbdior's Fili Bb- 

10 QomSD To Bx Disclosed.— Section 609(a)(1) of the 

11 Fair Cre^t Beporting Act (15 n.S.C. 1681g(a)(l)) ia 

12 amended to read aa fonowK 

13 "(1) AH informataOD in tbe ccwaomer'i file at 

14 the time of the reqneiL". 

15 (b) HOBB INVOBIUTION CONCBBNIHO BSCIPIENTS 

16 OP Repobts Bbquired.— Section 609(a)(3} of tlie Fair 

17 CIradit R^Mnting Act (IS U.S.C.168lB(«)(3))ia amended 

18 to read aa ftdlows: 

19 "(3)(A) IdentifieatifHi of eaeh ptnaa irtio pro- 

20 enred a conanmer report — 

21 "(i) fbr empk^ment pnipoeee within the 2- 

22 year period preceding the reqoea^ and 

23 "(ii) Km- any other pnipoee within the 1- 

24 year period preeeding the reqneat 
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28 

1 "(B) Jtn identifiention of a peraon onder nib- 

2 paragr^A (A) ihall indndft^ 

3 "(i) the name of the penon or, if ^ifdiea- 

4 Ue, the tnde name {written in M) nnder 

5 irtiiah tnch peraoa oondoeta boaioen; and 

6 "(ii) upon reqneat of the eoommtt, the ad- 

7 dren and teleidioiw munber of the person.". 

8 (c) IKFORIUTION ReoabdinO INQUIRIES. — Sectitm 

9 609(k) of the Fair Credit Baporting Act (15 U.S.C. 

10 1681s(a)) it ftirther ameaded bjr adding at the end the 

1 1 toUamng new paragraph: 

12 "(4) A record of all inqoiries received bjr the 

13 agen^ in the l-jMr period preceding the reqneat 

14 that identified the oonnuner in cannection with a 
13 credit or insnrance trantaction trtuch ia not initiated 

16 t? the conaomer.". 

17 (d) SciOtABT OF KlOHTS RSQUIBED TO BX IN- 

18 CLUDED With Disclosure. — 

19 (1) In oenbiul. — Section 609 of the Fair 

20 Credit Reporting Act (15 U.S.C. 1681g) it amended 

21 by addii^ at the end the fbllowing new subsection; 

22 "(c) SUUUABY OF RlOBTS Bequirkd To Be In- 

23 CLUDBDWrmDlSCLOSUBB.— 

24 "(1) Summary of riohts.— A consomer M- 
23 porting agency shall provide to a consumer, on or 
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with each writtm disctomre hy the agency to the 
consonwr under thu section — 

"(A) a written mnunaiy of all rights the 
oonsnmer t'a^ nnder th'* title; and , 

"(B) in the caae of a consoiner reporting 
ageny which compiles and maintaine consomer 
reporta on a nationwide baaia, a toll-free tde- 
phone nnmber which the consomer can use to 
commnnicate with the ageni^. 
"(2) Spbofic items rsquibsd to be in- 
CLCDBD. — ^Tbe sommaiy of rights required nndtf 
paragraph (1) ahall indude — 

"(A) a brief description of tJnis title and all 
ri^ts of consumoa nnder thia title; 

"(B) an explanation of bow the consnmer 
may ezerdae the rights of the coosuner undw 
thistitl^ 

"(C) a list of all Federal agencies reqwn- 
sible tor enforcing any provision of this title 
and the address and any a{^iropriat« telephone 
nnmber at each sWST agency, in a form that will 
asnst the consumer in selecting the iq>propriate 
agen^, and 

"(D) a statement that a consumer report- 
ing agen^ is not required to remove accorate 
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1 from a oonnmwr's file, 
n b ootdi 

3 tfam 605 or eaimot be TCrified. 

4 "(3) FOUE or BCIDUKT OP IIIBBT8.— Fw pOT- 

5 poMi oC thii ■obMction and any dudorare by a 

6 cvnSDiiier reputing Bgen^ required under tim title 

7 irith re^Met to enuomert' ri|^ta, the Federal Trade 

8 Conuniaakm (after otnimltBtion with eadi Federal 

9 agent? refared to in eeetion 621(b)) ehall preaeribe 

10 the torm and oootant of any diaclbsore of the ri|^ 

11 of eonanmere reqoind undo- thi> title.". 

12 (2) TxcHNiCAL AXENDKSNT. — Section 

13 606(a)(1)(B) of the Fair Credit Beporting Act (15 

14 U.8.C. 1681d(a)(l)(B» ia amended by inaotiiig 
13 "and the written fnnunair of the ri^ts of the 

16 eonsomer prepared ponoant to section 609(e)" be- 

17 fbre the semicolon. 

18 (e) FOBU OF DiaCLOBDItES. — 

19 (1) In qbncral. — Sobaectioni (a) and (b) of 

20 section 610 <a the Fair Credit Beporting Act (15 

21 n.S.C. 1681h) are amended to read aa fbllowa: 

22 "(a) 'VntiTTEN DiacLOSTiBK. — The diadoanna re> 

23 qoired to be made under section 609 shall be provided to 

24 a consumer in writing. 

23 "(b) Othkr Forus op Discloscbe. — 
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**(1) IN moBAb— b addiliaB to tha writtw 
I reqairad bf pihMBlfaa (a), ■ e 




7 


■■momi 


1 


SMiiaiUtlii 


9 


"(C) the 



"(D) aodi ftwm Of i6»Aomn te Bnilable 
tnn Hm *tsaey. 

"(2) FOBK. — A tanm a att waj mweiiy pomutnt 
to ptncrqdi (1) thit dMbniw mxler nstaoa 609 
BhiD be nudo — ■ 

"(Ai in penon, vpea the tfpmnaM of flw 
oomoiiMr It the {^Bce ot bonnni of the 



m Ttgokrif [fforided, tbrinff nonnal b 
boon, and on mnonaUB DOtiM; 

"(B) far tdqdKHw, if Um enwnwr bM 
made a written raqueit (br diidoanre fa^ td^ 
pbisie ttiat JnehidM the proper Identifieatiao tt 
tlw eonaamer, aa required bj paiapqih (1)(B); 



)vGoo<^lc 



I "(C) ty 

3 "(D) by my other Teanufah meau that 

4 k cnilabk from Ow agea^.". 

5 (2) Sdifufiid DisCLOStlBl.— Not later ttiu 

6 90 dqw after the eflbetne date at thia Act, eaoh 

7 eonmiiMr repo r t in g agenqr ahaU deitiop a fbnn on 

8 niiioh KoA otnunmer reportiiig agixiej shall make 

9 the dtadoatma required nnder seetim 609(a} of the 

10 Fair Credit Beporting Act, for the poipoae at maxi- 

11 ffti'ing the ctBoprehensitMli^ and ttandardisation of 

12 audi diadoanres. The Federal Trade CixnmiarioD 

13 ahaU take afqir^iriata action to aaaore that the goala 

14 of oonqmehenaibili^ and « t«»Mi« wH raria ii n^^ 

15 adiieved. 

16 (3) CONFOBIQNO AlfBNDMENTS.— 

17 (A) SscnoH KBADINQ.— Section 610 of 

18 the Fair Credit Beporting Act (IB U.8.C. 

19 1681h) » amended in the heading fbr the aee- 

20 tion t^ inerting "AND FCmH" after "CONH- 

21 inms". 

22 (B) Table of bections. — ^The table of 

23 sections at the beginning (rf the Fair Credit Be- 

24 porting Art (15 U.S.C. 1661a et aeq.) ia 
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ACCOMCTOTANT 

' DiroaMUiONiNACOMiininrtnu. 
(a) In <teHBRAl..— Seetkm 611(a) of the Fair Cradit 
Act (15 n.8.G. 1681i(a)} b amended to raad 



9 "(a) BBINTBSTIQATKHr OP DiSPDTSD INTOSIU- 

10 TKW.— 

IL "(1) In oiNBBAii. — If the eompleteiwM or ae- 

12 eoracgr of any itent of infbrmadon eontained in any 

13 eonmmer's file at any consumer reporting agen^ ia 

14 diqmted by the conaomer and the eonaomer notifiea 

15 ' the agen^ diieetly of soeh dupote, the agent? ihaH 
Ip inuvertigate flree ot charge and nnord the uurmil 

17 '. >tata tf tha disputed infi>nnatii»i befbre the end of 

18 the 30-dar period beghming on the date the agenqr 

19 recenw the notice of ttM diqmte from the consomer. 

20 "(2) Prompt noticb of dispdtb to fuh. 

21 . Ni^mB or nnoRMATiON. — Not later than 5 bd^ 

22 aen dqn after the date on which a conaomar re- 

23 porting agency recOTes notice of a diqnite from anj' 

24 conaomer in acGordanee witii paragraph (1), the 

25 agen(7 ihaO notify aiqr person who provided any 
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itam of infennatioa in tfipirta at theaddnn and in 
ttw WMBMT atUhHdied with tha pOTon. 

"(3) Dbtbbhin&tkh) that Dnptm is pbivo- 

LOTO OB mSILCUMT. — 

"(A) Ik Maonuifc— NotwiUwtiiiding pan- 
grM* (!)• * ccnaunwr npoftiiit Mgtaef vaaj 
lariwlnata a wiiiiaitlftatioii oC iiifbnintiwt dia- 
pnted fagr a «™™™*ii- noder that pangraph if 
tha afai<7 reaaonabljr dsteniiiiua that diqmta 
faf the eonanmer ii frtvokma or itntevant, in- 
do^ngbjr raaaon oCa (hibinfajr a eonanmer to 



14 "(B) NoncB or dbtbhuution.— Not 

15 later than S boaineea dajv alto ""fc^j any de- 

16 twmbutton in Meordaaoe witfa aBbparagnph 

17 (A) that a diapote ii frircloaa or inriefant, a 

18 omanmer rapottinc agency tbaO mail to the 

19 omanmer a mitten notifioation oC m^ deler> 

20 urination (inehMJing the naaons tn- tha detei^ 

21 arination), and, if anthorind hf tha ooDaoiner 

22 itr that poipoao, hr *■? o'^'im' ■nona arailable 

23 to (he ageugr. 

24 "(4) CONBDIBATION OF OONHDUK INTtniUp 

25 nON. — Ja owdneting •nj' reimneatigatian onder 
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so 

1 pangnph (1) with nqioet to diq;mted intaraaHtm 

2 in (he file oC uf eoMnmer, the eoniomer nportng 

3 ■flBDOy iliill miew md eonaider all rdennt inftir- 

4 nation wbmitted by the eoneniiier in the pwJod de- 
3 •oribed in penpm>h (1) with raepeet to eodi £e- 

6 poted infbnnatkm. 

7 ' "(5) DKumoN OP nuccDs^n cw uMvxBin- 



9 "W Ik obnxbal.— IC in the ooone of 

10 any rameetigitioD imder peragnph (1) ttt any 

11 infinmatiaD diqnted fay a eaunnwr, an iton o( 
17 the infonuttini ia flsnnd to be ini 
13 cannot 



agenvilull pmnqitly ddate that item ofinfor- 



16 "(B) BsquntuiXNTS kkutino to 

17 BIIM8KIR10N OF FBXTIOIISLT DKUTKD lUlm- 

18 UAL. — 

19 "(i) Ckxtification or ACCUHicr or 
aO INFORMATIOH. — ^If any infnination ia de- 

21 teted from « eonsomer'a file ponoant to 

22 anlqwragreiA (A), the inCormation may 

23 not be ninaerted ,in the file after (he dale- 

24 tion nnloBB (he peraon irtio *["™*^ the 
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2 
,3 

-.4. 

5 eo n wma r 'i file pnrwant to •Bbpangnqih 

6 (A] k TdnMrted in the fOa in I 

7 Willi dnue (i), the t 
-.-§"- - - ■CBDiT' di^Q;- dM later ttuo'S' t 

9 dayi ifter ndi dektian, mail to dw 

10 enumiMr mittao notifieatiaa of the 

11 ninaertion, aiid, if andiomed fa^ ttw 

12 " ■*■""■*■• ftir that paipoae, by any oOier 

13 maaiia avaiUble to tim agmsr. 

14: : "(O FBOCBDimS TO FWTXMT IB- 
IS AFFI 
16 

17 to pnvmt Um reappeannee in a eoaaainar't 

18 file, and in eonwrnwr RfMXts on tba oooanmar, 

19 at infiMmatioa that k ddeted pnnuant to thn 

20 paiagraph (other than inllonnatioa that k 



(B)(i)). 

"(6) NonCB OF BBSUUTS OT 
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88 

1 "(A) In qbnbbal.— a eonaoiDeT reporting 

2 sgvncy duU niail to tho coDrainer written ooti- 

3 fieatMRi of the reeulti of ft reimertiplioa under 

4 this m beeetion not later than 5 biuineM da^ 

5 after flw eompleticn q< the rdnwitigation, and, 

6 if antboiind bgr (he eoniumer for that porpoee, 

7 tar other meaaa cndlaUe to the asenqr- 

8 "(B) Cmtmna— As part of or in addi- 

9 tira to the notiee under labparagr^ih (A), a 

10 ew i a ua w r npotUBt agency dull praride to a 

11 iwMiiMP in writing within the 5-biuiMsa-da; 

12 period refltmd to in sdfiaragraph (A) — 

13 "(i) a statemmt that tte 



15 "(ii) a eoDSamer rqwrt that is baaed 

16 iq>on the eoaaamer's file as that file is re- 

17 viaed as a nenh of the naarmligKtioa; 

18 "(lii) a deaoriptioD or indiea t ioo «rf 

19 any dumgea made in the eonanmer report 

20 aa a reanlt of thoee raviaiona to (he eon- 

21 anmer'afile; 

22 "(iv) a notiee to the eonsamer that, if 

23 requested by tin oonnuner, a deacriptian 

24 <^ the praeedore used to detamine the ae> 

25 eonqr and eomideteneea ot the infonna- 
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1 tioa tfian be prarided to titt MoHuMr l7 

2 tho »9tatf, Jitntading tim nune, boameM 

3 addiwB, v*^ tfllophoDB number of any tor- 

4 niahn' of infornutkn eoaUcted in eonae^ 

5 tioD willL mch infimnationj 

6 "(▼) • notafieation that the eonsomar 

7 hat the ri^t to add a statonwiit to the 
S eonaamer'a file (fiapnting the aecunGjr or 
9 completsaeaa of the inforauttiiHi; and 

10 "(ti) « dear and eonqucaoiu nolifiGa- 

11 tun of the ri^t of the eonaomer to m- 
12. qiieat under aobaeclian (d) that the 

13 oonaomer reportii^ sg^ncy ftuniah notifi- 

14 -cations nnder that inbaection. 

15 "(7) Deschiption or BsiNVKsnaATiON 

16 FBOCEOUBX. — ^A eonanmer reporting agener 

17 shall provide to a consumer a description re- 

18 ferred to in paragraph (6)(B)(iT} t^ not later 

19 than 15 d^s after receiving a request tnan the 

20 consumer Ibr that description.". 

21 (b) CONFOBunra Amendubnt. — Section 611(d) of 

22 the Fair Credit Sq)ortai% Act (15 U.S.C. lG81i(d)) is 

23 amended hy striking "The consumer reporting Bgeni^ 

24 shall deariy" and all that follows through the end of the 

25 I 
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3 Sectkm S12 of the Fair Credit BqxMtiiig Aet (15 

4 TI.S.C.168Ij)ia amended to read Mfiillom: 

5 *|ai. ChargM tor diadomrea mad oartaiB ■etteoa 

6 pn>hIUtad 

7 "(a) Fbxb CONSmBB RkPobtb.— Eadt eonanmer 

8 reporting agea? th^ maintaina a file on a oonsomer diaU 

9 make all diadosnres pumiant to seetkn 609 without 

10 charge to the eonaamn' — 

11 "(1) if the eonanmer makaa a reqneat under 

12 aectim 609, not later than BO da^a after reoeipt by 

13 andi eonanmer of a notifieatim poienant to aeetkit 

14 61S w of a notiBeation from a debt coDeetion agen- 

15 cgr affiliated with that eonanmer reporting agen^ 

16 atating that the consuroer'a credit rating mmf be or 

17 haa been advetaely afheted; and 

18 "(2) upon written request bf the eonanmer not 

19 later than 1 year alter the conaomer receirea a noti- 

20 fieation under anbaection (b)(2). 

21 "(b) Chabob fob Cbbtaik Notices PsoHa- 

22 ITED. — ^A conaumer reporting agenQr diall not b^nee aqy 

23 diarge(bi<— 

24 "(1) providing a notice reqnired nnder aection 
23 611(aM6); or 
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1 "(2) noti^mt > pm 

2 611(d} of the ddetioD of informatiiHi w)ii(b u finnd 

3 to be inaccnnte cv wfaidi can no kwger Iw verified, 

4 if the consninv deeignstei that pencm to the tg/nty 

5 befi>re the end of the 30-d>y period begiiiniiig on the 

6 date of the notifloatioa of the eouDmer nnder eee- 

7 tion 611W(6}.". 

8 flic iM. AmNDHBrn ■■laxino to dutbi or dsbbs 

9 cwcwoomsBtPORXs. 

10 (a) DvTiBS OF Ubebs Takdiq Adtsbsb Actions. — 

11 Section 615(a) of the Fair Credit Rqmtiiig Act (15 

12 U.8.C.1681m(a)) it amended to read as followK 

13 "(a) Duties ov Usbbs TAKDia Advebsb Actions 

14 ON THE Basis ov Infouution Contained in 

15 Consumer Bepobts. — ^If any person taket my adverse 

16 action with req^eet to any conanmer in connection with 

17 credit, ein[d(qrment purpoaea, inmrance ondnwriting, any 
IS license or benefit described in section 604(3)(D), or any 

19 business tjansaetion invohfing the consomer irtiich is 

20 based, b whole ot in part, on any infbrmation eontained 

21 in a conminw report, the person shall — 

22 "(1) provide written notice of the adverse action 

23 to the consomer; 

24 "(2) provide the consomei^ 
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86 

1 "(A) dw name, 

2 nmnber of the s 

3 ftnnidwd the rqiort to the penm; end 

4 "(B) « * M aamA that te'eonsanwr re- 

5 potting agmty'did not make the deeWm to 

6 take the advene aetioB; 

7 "(3) proride to die ■«™™*'' a written noliee of 
tor's right— 

ion G12, a free 

r report on the conaumeTy 

r Imp orti ng aggaigy reftored to 

12 in paragr^ih (2) and from any other eonnimer 

13 reporting agencgr iriddi eonqnles and m^intaiw 

14 filea OS eonaamera on a natinnride baaia; and 
13 "(B) to diqnte, under sectam 611, with a 

16 eonramer reportiiig agen^ the aeenn^ or 

17 completenoiB of anf infonnation in a eoneomer 

18 ivpoTt Ibmidiod by the agentx, end 

19 "(4) in the eaae of an adverae action baaed in 

20 w))^ or in part on a credit aeore or Mber o'edit rat- 

21 . ing ^atem, provide t6 the consmner — 

22 "(A) notiee tiiat the credit icoring system 

23 waa need; and 

24 "(B) the prineipBl reaaona Ear that ere^ 

25 wore, if tbooe reaaons are reqidred to be cBa- 
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ST 

1 doMd feyr Um pHwn nw {NnpoMS o( ooBpHiMt 

2 oith iMka T01(|1)(3) at ths E(|iiil Cndit 

3 Op|WrtMiilr Aifii " 

4 (b) Dnin or Unas Vtao Hub Cmnas Soua- 

5 TATSMB^-SeetiMt 615 at ttu Fiir CnM BgpoctinK Act 

6 (U n^G. 1681m) k flnther amndad I7 addiiv at tlie 

7 end tihe ftlkwrinc iww wbaae t ioo . 

8 "(d}Dirnn<»UnR8^teoHAKiWltimHGBiD- 

9 IT i» bmnuHcs 8(HJcrMXK»iB ok thb EUbib w b^ 

10 PfHOUTHWCtKITADnDIMC 

11 "(1) hi < 

12 eonanmer report ai any o 

13 any medit or inanranee tmiwartion wfaiA ia not toi- 

14 tiated by tba oonaanur and wliidi ooniiata ct a fin 
13 oObr of endit or inannnoe ahall proride 00 or with 

16 any written ao&eitation made to the eonanmer re- 

17 gmntinj the liaiiimiliiiii a dear y/t emapionana 

18 atatemant that— 

19 "(&) mflxmatiaa oontainad fn the eonanm- 

20 er'e ""-■->— report waa need in etmneetion 

21 wttfa tlM tisiiMetiOD; 

22 "(B) tba oonaonia- leeeifed the oflbr of 

23 credit or jnanranee beemae the eoDaomer aatia- 



r WM a tto et ed Cor the oOBn 



)vGoo<^lc 



187 

38 
1 "(O if ^ii^able, Hie endh n- ininrtaee 

7 amy not ba amended i( after th* cQiwuiwr i«- 

3 qxmda to the oCEar, the eonsnmer doM not maet 

4 tha Miginal onteria naed to iriect the eonaraar 

5 Ck die ttOer, 

6 ' "(D) no nstr eaiterui tat tn&timtiaaem 

7 win be inqtoead aa die eoneoiiiBr other than the 

8 oriiJnfel'«riterift need to teleet the eomnmer llDr 

9 theofbn 

10 "(B) the eoMomer haa a ri^ to pnriiibit 

11 mftmiatkn otmtained in. the eooiainer'a file 

12 with any """"y raprating agewgr to be naed 

13 in oonneetjon with any endit or JnennaM* 

14 tranaaetion that ia net initiated ty die 

15 enwuna-.and 

16 "(F) the eonenmer m^ enreiee.the ri^ 

17 nftrred to in nlqiaragr^ih (E) fajr nang the 

18 j«rint notification ajvtem eatabtiafaed nnder aee- 

19 tion 604(e)(4). 

20 "(2) Ldhtation on ipfuution.— Fkngr^ 

21 (1) doee not »ppiy to the nae of a oouinur report 

22 bgr a peraon if — 

23 "(A) the penon is affiliated by eommoa 

24 (nrnerriiip or by otMnnion eorporstt omtnri with 
23 the peraon iriw proe u red the raptnr^ 
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1 "(B) the penon who proenrad ths rqiott 

2 deulf and on^iieaaaily dndoeed to ths 

3 oownaMr to whom fiw raport relatM, befiwe the 

4 rqmt b pnmdad to the penm who will nn 

5 the repturt, tfast the niwrt mi^ be pravided to 

6 and need bgr other pereoDB who ue aflUuted in 

7 the muiMr deeeribed in nAfitngraph (A) to 

8 dw penon w)» im>eand the report; end 

9 "(C) that [ffovisioa utd nee of the rqxirt 
lO' is conMBted to bjr the conaumer in witting. 

11 "(3) Falbi and lasLEADma aTA-moNTB. — 

12 No itatement aecompawying a credit or i 

13 tnuiaadioD that is not initiated t^ the < 

14 shall contain tnj him 
13 cmeeniinc anjr condition or a 

16 o( credit (or offer thovlbre) to the eonsamer. 

17 "(4) Haimtainino cbttebia oh riLB. — A p&r- 

18 son who makes an offer of ra«dit or insoranee to a 

19 caunmer under a credit or insoranee transaction 

20 deanibed in paragraph (1) shall maintain tm file the 

21 criteria used to edect the eonsumer to receive the 

22 irffer, until the end of the B-ywr pniod bepnning on 

23 the date on whid the offer is made to the 
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1 (e) DuTBS or UsnS' rw Direct Mabkstino 

2 'TBANBAcnoNS Not DmuTCD BT CoNSUifKBs.— Section 

3 615 or the FUr Cra£t Bqxwting Act (15 U.8.C. 1681in) 

4 i» ftirther amended tr idding «t the end the toUamag new 

6 "(e) Dqtbb dp UaiBa pob Dirbct Uaxkbtino 

7 TRANUcnom Not Aiitutid bt GoNBiniiBB.— :Aiif 

8 pnoa who, in oooneetlm witfa s fifwt nmketmg tmis- 

9 Mtkm thtt ii not inhiatsd by a conaaner, wee inConna- 

10 tkm '•rmnmrmn^ tfu o og p im ar tfast 11 pTOVided fajr ft 

11 eonaamer npottiiii Bfea^ shsU provide to the oooHuner 

12 witli eodi eomnnmieatiao legarding the tmwKtioa made 



15 "(1) that iaftimatian conaeming the eoimmar 

16 that waa prarided bgr a oonaomer repwting agene^ 

17 ma naed in ecnnaction witti die tramaetioni 

18 "(2) th^ the eonanmer haa the ri^ under aee- 

19 taon SM(a) to pnAilnt my inflnrnatam omeeming 
r than bong prorided I7 the oonaomer 

repoc ti ng agency Cdr nae in connection vith any di- 
rect maiteting tranaaetion that ia not initiated hy 
theetmaomen 

"(3) that Qte eonanmer ma^ exotiae the ri^t 
l efeired to in pangr^rii (2) t^- notiQuig the 
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1 ' eonprnwr npoctinf ageniy iu written or, b the mm 

2 of » eomnmer wporting agency i wt pur ad to aaUhlMfa 

3 • toll-Arae tdtphooB mifnhfir pomuit to m e ti on 

4 604(d)(4), fagr a 

5 "(4) i 

6 caaa at teaoMoatr rmurtiuf agency required to «>- 

7 tabliih a toll-free td4>)K»e nmnber ponnant to aee- 

8 tiim 604(d)(4}, the toll-free telephone immber at 

9 iriiich the ag en c y maj be notified.". 

10 ndULAmNDmNISBBATINO TO CIVIL uabhitt. 

11 (a) Willful Failubb To Coicplt.— Section 616 of 

12 the Fair Cradit Sqmrting Act (15 U.S.C. 1681n) ia 

13 amended to read as (bOowf: 

14 ^K. au. avn. UABMurr for wiiudl noncomiu- 

15 ANCS. 

16 "(a) In Obnbral. — Any person nfao wiUfiillf (Ula to 

17 comply with any requirement impoaed under thia title with 

18 respect to an^ connmier ia liable to that eonnunar in an 

19 amonnt prescribed under sabaecdon (g)., 

20 "(b) Exception. — A petaon has no liabOi^ to a 

21 consumer under this section for a violation of seetiiMi 

22 622(a)(1). 

23 "(c) DaHA(»S. — ^Liability tor a willfld &ilnie to cran- 

24 piy described in subsection (a) shall be in an amotmt equal 

25 to the sum of— 
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1 "(1) any acbial damagei ■"■*»■«■< by ths 

2 eonSBiner « a molt at the bflora; 

3 "(2) an amount not len than |300 nor gnattr 

4 than «1,000; 

3 "(3) iocii ponitiTB damages aa Qte aoort majr 

6 allow; and 

7 "(4) in the eaae of any sacoeHfnl actioa to en- 

8 Ibne any liatnlitf under thia aectkn — 

9 "la the coata of the action; and 

10 "(B) reaa(»iable attoraq''B tbea, aa deta- 

il mined by the coort". 

12 (b) Nbouobnt Faiuibi To Oohplt.— Seetim 617 

13 of the FUr Credit Reporting Act (15 U.S.C. I68I0) it 

14 amended to read aa fbBows; 

15 ■KC m. aviL uabiutt nm smauaEm ikhnxmifu. 

16 AMCB. 

17 "(a) In Obnbbal. — ^Any poson iriio ii ne^igeat in 

18 fUKng to tompfy with aqy requirement of this title with 

19 ngpeet to a eonnuuer shall be liable to that consumer in 

20 an amount preacribed in anbaection (c). 

21 "(b) Exception. — ^A person haa no liabili^ to a 

22 eonsumer under this section for a nidatioa of aedicm 

23 622(a)(1). 
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Diq.izeobvGoO'^le 



1 "(1) IN 

2 aDf inflmutioa to uiy o 

3 the penoa knmn or ihould know the infl)Riiation is 

4 fawoniptete or faieenniate. 

5 "<2) DuTT TO oraotatrr .and nnuTi ntrctt- 



**(A) in the ordmaty eootae of t 
ngalaTtf end on a roottaie buii fkinuihee inft^ 
matioB to one or more oonsnnw repotiiic 
ageneiee aboot thor own tnumetkna or operi- 




15 

16 of that detenninatioo and provide to the agcMf an^ 

17 ooRBdioni to that inftinnation, or any additional in- 

18 fbnnatioii, that ii neoeamy to make the informatian 

19 pnvided bgr the peraon to the a g w a a y OMnplete and 



31 "(3) DuTT TO raxmam notus (w oontind. 

22 ma imsfuti. — If the oonq>leteoeai or aeearagr of 

23 any inA)nnatiim ftiniiahed by any penm to any 

24 e on aa mer wpwtuag agenty ebntimiee to he dJumted 

25 to meh penmi, the penm nuy not ftmnh the in- 
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r indi infimiutiaa i> dicpotad by Uw 



"(4) DuTT TO movmi notics of CLoeED ac> 
OOCNTB. — A penoa iriu npiUrir ftunkhM infiir- 
matioD to a oouomer rapor tii ig agraqy ragudmgft 
eonmur iri» hit A eredit leooont with thit pcncn 
dull notitr the ■cenqr of the elonn itf tiut aeeouiit 
by the eoDsamtf in infimaatiMi rag;nlBr))r ftmiahed 
lor the period in irtiidi the ueoont it doeed. 

"(5) Dinr TO Rornw noths or dkum. 
QUSNCr OF ACCOtmra. — A penon irt» fnnidiM ii^ 
fimution to aeommner rep or ting egenqr r^trffinf 
a ddinqoeot seeonnt bong placed ftv eoBeetioa, 
diarpd to pirafit or lott, or tntgeeted to any nmiler 
aetian tfaall notify the agencgr of the cannwicanait 
of the ddinqaen^ iminediatdy inveediiig that ao- 
tion, (qt not later than 90 dv> *fter the date 1^ that 



19 



20 "(b) NOnO TO CONSDMESS W INFORMATIOH POK- 

21 NISBED TO CONBUHKB SBTOBTINQ ACTNCna. — 

22 "(1) NOTiCB RBQinBXD.— A pwam who in the 

23 (ndinaty «mrae of botineas regolarty and (m a n»- 

24 tine b««i> Amuthea in&rmation aboot that person'a 
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1 uv icamaiMT npoctiaf agea^, riiall give noliM of 

2 that fikct in writiiig to Oie OKiaiuner befim Bnt pn- 

3 viding aar infljmuUioD about the canmner to auf 

4 toamtiaet npoxting tfpmey. 

5 "(2) CkWTBKn or noTICB.— Written notiee 

6 pronded to a eonaomer Iv a penoa poranant to 

7 puagr^th (I) ahaU nrntain— 

8 "(A) a brief deaei^itkm of the t^pe of in- 
9' fiMnatioo that nu^ be fmniahed ngnlarijr to 

10 any conanmer i^orting ngeoer, wd 

11 "(B) a brief deacrqitkm of the freqtun^ 

12 with wfaidi or the drcamatanoea nader wfaidi 

13 infonnatkin ia ftirniahed to uay eonaomer re- 

14 porting agency. 

15 "(3) NOTTCB BY CBBTJON PBBSONS.— A penOB 

16 iriw ftnniahea infitnnatioD aboat craianmen who 

17 haie written cheda with inantBoent ftuida ma^ give 

18 nodoe tor porpoaea of paragr^>h (1) by poating the 

19 notiGe in a oonapicoooB manner at each loeatkn 

20 wtiere dieeka are accepted by the penon. 

21 "(c) DtrriBS of Pubnibhbrs op IsroBtuman 

22 Upon Notice op Dcbputs.— Upon receiving notke pur- 

23 aoant to seetini 611(a)(2} of a diapute with regard to the 

24 GOa^letene•i wr aeenraqr of aio' inlbnnatioa provided bgr 
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1 « pmon to ■ I 
3 dMB— 

3 "(1) enmpMa en iinwlimlion with reqMct to 

4 the dupatad mfbnsatkm and rapoft to the eonxuner 

5 nportinc •socr the renlta of that inveatigatim be- 

6 fi»c the end of the 20-d«7 period begjnning on the 

7 date the agen^ raeoviea notieei of a dilute from 

8 the ctHuainer in aeeoidance with aection 611(a)(1); 

9 and 

10 "(2) review relevant iafarmatkm mbmitted to 

11 the totmojoet reporting agen^ by the eonaomer in 

12 aeeordanoe with aeetion eil(a)(4}. 

13 "(d) LnoTATiONB.— 

14 "(1) Civil LUBiUTy. — Seetiona 816 and 617 
13 riiall not ^11^ to anjr fkilnre to oora]^ with anb- 

16 aeotiw (a). 

17 "(2) Entorcshent. — Sobaection (a) shall be 

18 enfbreed exchuivety under section 621 by the agen- 

19 oies identified in that section. 

20 "(3) iNjUNCnVB RBUEF. — In an action alleg- 

21 ing a violalion <rf subsection (a)(1); the court shall 

22 have juriadictitH) to eqjoin the violation ontjr where 

23 the action ie brought b^ the Federal Trade C 

24 Bon or the attorney general of a State.". 
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1 (b) Cubical AimnniKNT. — ^Tha table of Mdiont 

2 fta- title VI of the Couaiiier Credit Pnitmtion Act ia 

3 amraded by redeaigaAtaiig the item iriating to sections 

4 622 and 623 as sections 623 and 624, and inaertiBg f$i^ 
3 the item rdating to seetiOD 621 the fbUtnring nev itun: 



BACr. 

7 SeetkHi 621 of the Fair Credit Beporting Act (15 

8 U.S.C. 1681>) ia amended bj adding at the end the tolloir- 

9 incnewaabaection: 

10 "(d) Stati Acncnf To Enfobcb Act. — ^If anjr 'gat- 

11 sou ntdates angr reqairemmt inqmeed onder this title, the 

12 chief lav enftxeonent otBeer of the State in which sodi 

13 Tiolatitm ooenned (or an ofRcia] or agen^ dengnated by 

14 that State) mity bnns an adioD — 

15 "(1) to reatrain audi violation; 

16 "(2) to recover amoanta tor wfaidi sndi penon 

17 ia liable under thia title to esdi peraoo on whoee be- 

18 half the aetkm ia IxDn^it; 

19 "(3) to aedc anch remedies as are aOowed nnder 

20 the law of sndi State; or 

21 "(4) to c<^laet a eivil penalty of not more than 

22 >1,000 dor each sndi vioUtion.". 
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1 I 

2 (a) Ik OimnuL.— ^aeeOoD 021(a) of the Fair Credit 

3 Beportinc Ant (IS U.8.C. l«81a(a)) ia amaiM In the 

4 aeoond awtenae 

5 (1) bjr atrikinK "AA and dtaH be anliJaet to «d- 

6 fimemeat Iqr the Federal Trade Comminioa nnder 

7 aeetiMi 5(b) tha«rf with reqieet to aiijr eoDamner re- 

8 portiiig Bganqr *" penon anlgeet to aafiiKeiiiait \j 

9 the Federal Trade CtMnmiaaioii pnnoaut to tJwf aob- 

10 eeetion, irreipe e tiw" and ineotiBg "Aet All ftin^ 

11 ticna and pomn of the Federal Trade Commiirioa 

12 nnder the Federal Trade Comnuanon Act ihaU be 

13 araiUde to the Federal Trade Commitiinn to en- 

14 Ibrae oowipBanee with tfan; title hj vaj penon enb- 

15 jflDt to enfbrcenwnt bjr the Federal Trade Commia- 

16 no 

17 (2) by inaerting beftoe the period " 

18 the power to enfiaoe the proriaiona <rf thia tide in 

19 the aame manner aa if the violation had been a vio- 

20 lati(m rf any Federal Trade Commiepon trade regw- 

21 lationnile". 

22 (b) Fedvsal Sbsekvi Boabq iNTBSPBmrx Au- 

23 THORITT.— Section 621 (tf the Fur Credit Beptvtjng Act 

24 (15 U.S.C. 16818) ia amokled by adding at the end the 
23 Mowing new anbaeetion: 
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1 "(e) INTBBPBBTIVI ADTBCmmT.— The Boeid of 

2 QoveruMs of the Federal Seenrc STrtem mar >*■» *>> 

3 IntnprMatiiaD of any [fforinon of this title u it IIU7 applr 

4 to any pemKi identified in pangr^>h (1), (2), or (3) of 

5 mbeection (b), and the boUiDg companiee and afflBatei 

6 of audi pcraoD, in conanttatioii with the Federal agenoea 
' 7 idmtified m paragr^h <I), (2), or (3) of inbaeetion (b).". 

8 Ma 114. isTAausmaMT or TOU.«nDi twuraoim 



10 Each etHiaiimer reporting ageni^ iriiiidi <0I■^»lea and 

11 nmin^ahf eoDSiuner report* on a oatioDwide baaia diail 

12 establish (and thereafter maintain) a toll-free teleidione 

13 nomber ponaant to section 609(c)(1)(B) of the Fair 

14 Credit Beporting Act, aa amended by section 106(d}, not 
13 later than 1 year after the date of enactment of this Aet 

16 aaciu. ACTION BTrtc 

17 The Federal Trade Conutussion dudl pteaeifte aU 
IB matters required by this title (inehiding the amendmenta 

19 made by this title) to be prescribed by the Federal Trade 

20 GtHumiaaion not later than 270 days after the date of en- 

21 aotmentofthis Act 

22 SBC iia. UHLcim oAttB. 

23 (a) In Oeneral. — Except as provided in sobseetion 

24 (b), the amendments made by this title shall become efCee- 
23 tive 1 year after the date of enactment of this AcL 
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1 0>) Exceptions. — NotwjtlMtancBiiK the provinoDa of 

2 >abMQtim {a), the Federal Tmde CommisiiOB nu^ pn>- 

3 acribe regulations, u required by tUa title and the unend- 

4 menta made by thia title. 

s TITLE H— CREDIT REPAIR 

6 ORGANIZATIONS 

7 aac ML imiLuioH or oxiht mAia oaouiiifr 

8 noNK 

9 Title [7 o< the Gwaomer Credit ProteetiMi Act ia 
to n«d aa fidkHR: 

"TITLE IV— CREDIT REPAIR 
ORGANIZATIONS 



13 •SECMl.BBOBTTinX. 

14 "Thia title may be cited a> the 'Credit Bqwir Oifant- 

15 aationsAct'. 

16 ■SBC MI. FINDINafl AND PURFOan. 

17 "(a) PiNDiKaa.— The eongreaa finda— 

18 "(1) consomen have a vital interest in estab- 

19 lishiiig and maintaining tbdr creditn'orthinesa and 

20 credit standing in order to obtain and use credit. As 
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"(b) P UB POSBB.— The poipoMi of Qui title an— 

"(1) to ennre thet praqteetm bojvn of the 
nnicee of eradit r^MiF orgunntmu ere pnnided 
with the iDfimution neee eeM yto make en iofiHined 
deeieini regeiding the pmdaae of endt eervteee; and 
"(2) to pnttet the poblic from on&ir or iaeep- 
tin ad v ert kin f and b min e ei praetioei hy credit re- 



19 -ma. im. DUiraiiura. 

20 "For pnrpoeee of tUa title: 

21 "(1) COnsuibr. — ^The term 'eoonuner' e 



23 "(2) CONBIJUB CEBDIT TBAN&LCTION.— The 

24 term 'eoBfomer credit tranaactioa' meana any ttana- 

25 aetioa in iriikh eredit ia oRltnd or extended to an 
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indiridiul fin- pwMtul, bmity, or houadMld par- 
pniM. 

"(3) (^KDrr BiPAB (neunuTiON^-Tbe 
tarai 'ortdit npiir orgmintiOD' — 

"(A) mMB* anr penoo *rtw tum «nr in- 
■tramratalilf of intontits aonuDBm or the 
Buui to Mu, profiM, or parfbnn (or KfmMut 
thtt aoeh penon eui or wiD m 

••nioo, in i'bIuiu toe tfas p 



It the opran or implied poipOM of— 

12 "(i) iiDproriiic any counroer'i credit 

13 record, credit hutot^i *" eradit ntiiig; 

14 (ii) ramomig sdvwM credit infomu^ 

15 tioo that is aeennte and not obeolete from 

16 the eonnnMr's reend, histoiy, or ratiiii; 

17 "(iii) altBring the eonnimer'a idanti- 

18 fioKtioB to prercnt the diqd^ of the em- 

19 ■mner'a credit reeord, hiatoiy, or nttiiig fir 

20 the pntpoae of emueafing adf«na a«dit in- 

21 Innnatioii that ia aeenrate and not obeo- 

22 letter 

"23 "(iv) ^vridiiic advice or aaaiBtanee to 

24 a^7 eonamner with regard to aiqr aetrritj^ 
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M 

1 cr Mnioe detet fl wd in dmse ({), (ii), c 

2 (tu); and 

3 "(B) dOM 

4 "(i) a 

5 k snmpt from < 

6 601(e)(3) «i tha Intonal Beremw Code of 

7 1986; or 

" 8 "(ii) any attoniqr at law irtio ia a 

9 ntember of the bar of the higjieat eoDTt of 

10 any State or otlunriae lieenaed under the 

11 Icvra of any State, with mpect to aavieea 

12 rendend that are within the aeope of regn- 

13 latima applicable to monben of audi bar 

14 or anefa lieenaeea. 

15 "(4) Cbedit. — ^The term 'endit' hai the sane 

16 meaning aa in aeetion 103(e). 

17 -BBC. 4M. PlUUlUllI) FBACIICn IT CBHHT BBPAB 

18 MKMNIZUIOM. 

19 "No credit repair organiwtion. and no officer, tat- 

20 plojee, agent, or other pervon participating in the cwidaet 

21 <rf the afbin of any credit rqtair organization, may — 

22 "(1) disrge or reoeire *aj money or other nhir 

23 able eonaideratioa ftv the perfornumce of any aerviee 

24 tiiat tha ereiSt npair orpniation baa agreed to 
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n tot uiy QomuBw bnbn simbi MiYiot n nilQf 

t, cr MRUud or adrin 

4 taf fT^'ir to make ur itataiiait, wbiefa it un- 

5 tnn or miiiMdiiif {or ■mUA, upon the emnse of 

6 reuoneble ewe, duold be known by the credit re- 

7 pair organiation, otSeer, enqdo^ee, agent, or other 
S person to be imtme or mieleadmg) with reqMct to 
9 tny eonmmer') oeditvrorthineas, eredit standiiig, (^ 

10 enSt tspatHf to- 
ll "(A) any eonmmer R^xnting agenegr (as 

12 defined in aection ft03(f))i or 

13 "(B) any peraon — 

14 "(i) yitM haa extended eredit to the 

16 "(ii) to whom the eonanmo' has ap- 

17 plied w ia Sf^ityiiig fbr an eitaaaoa of 

18 eredit; 

19 "(3) make any statanwnt, or eoonad or aMse 

20 any otmanmer to make any "statement, the intended 

21 effect of wtiidi is to alter the oonsumer'i identifiea- 

22 tion to prevent the display of the consamer's credit 

23 record, hiHoiy, or rating for &e porpoee of conceal- 

24 ing advene eredit infonnation that is aceunte and 
23 not obaolete to— 
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1 "(Ai toy coMnmer repor ti ng tfeaey, or 

2 "(B) anjr penon — 

3 "(i) iriw hn octended credit to the 

5 "(ii) to wbom the oonsnmer haa ap- 

6 phed or ii ein^yiiV ^ *■> eiten&on at 

7 credit; 

8 "(4) nuke or nee My nninie or miidBeding rep- 

9 reemtetion at the ear v ioee of the credit repair orga- 



11 "(5) wgage, direottr or indirectt}^, in an; act, 

12 [Hvctice, or eoorae ot baaineaa that eonatitatea or re- 

13 mUa in the eonuniaaifui of^ or an attraqit to commit, 

14 a frand or deception on axy penon in eoaneetaui 

15 with the oBer or aale of the aenieea ot the credit n- 

16 pair organiiation, 

17 ^TC.«i.DncLC»inm 

18 "(a) DlSCU>BCBS BaomBBD.— Brfbre ansr contract 

19 or agnement between a eonsomer and a credit repair 

20 organiaatjon ia eieeoted, the credii rqiair organizatirai 

21 riiall provide the oonatuner wiOt the (bOowing written 

22 1 
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1 *'*Coiinim«r Credit FOe Bi^ti 

2 Under State and Federal Law 

3 " Too hsTC a rig^ to ctt^mta hiMeant* inlomation 

4 in jmr cndit nport I7 aontaotiiif the credit boren di- 

5 reetl^. However, neither ;oa aor ur "ere<Ut repeir" eoib- 

6 peny or oedit lepeir otguilzation lus the rt^ to have 



o from your ciwit report, ^w oedit Dorem imut ranofe 

9 aeeonte, negattvB informataoh from yoor rqiort 011I7 it it 

10 ia onr 7 yean (^ Banknqrtty infemetioii eui be re- 

11 ported fiM" 10 yean. 

12 " Toa have a ri^t to oUain a eop7 of toot oedit 

13 report from a credit boreaB. Too may be ebarged a rea- 

14 eonable fee. Tltere' ia no Cae, homver, if 70a hare been 

15 tnmed down ftv eradit, employment, inaaranoo, or a rental 

16 dwelling beeanae of intbrmation in toot credit report witb- 

17 in the jweeedmc 60 dajv. The credit borean mnat pnmde 

18 aomeone to help yoo interpret the infivmatkm in yoor 

19 credit file. A oedit report ia availaUe ammalty at no 

20 diarge. 

21 "Ton have a ri^t to ane a oedit rqtair compai]^ 

22 that violates the Credit Repair Organization Act Thii law 

23 prohUrits deceptive practicea by oedit repair eonqMnies. 
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58 

1 " Too ham the ri^ to eaned yoar contract with any 

2 ondft repair oiswiuatioB ftr anr raHon within 3 biui&Mi 

3 d^ya from the date ;oa tigned it 

4 '"Ondit boTMiu an nqidnd to fbllow naamafale 
3 ptoeediirM to eoaan that a«diton rqMtt infbnnation ae- 

6 mrtuiy. Howwgr, miatakea mar oerar. 

7 " Tod mar, <>■> 7"^ o*ii, notify a credit boreaa in 

8 writins that yva diapote the aecurat? of infiamataoD in 

9 TOOT credit file. The credit bureau muat that ini i i if n atip i t fi 

10 and modify or nroorc inaccorate infbnnatioa. The credit 

11 borean mi? not diarge any fee fi>r this aerriee. Aiqr pearti- 

12 nmt inftwmation and ec^iea of all docnnwnta yon have 

13 eotuanuiig an emw ihould be prcn to the credit boreaa. 

14 " 'If raoveatigEtion does not reac^ the dispute to 

15 yoor satasfhction, yon may send a brief statement to the 

16 erwBt bnrean, to be topt in yvar fUe, "pi^iwiwg irtiy 7011 

17 tiiink the rec<ad is inacamte. Hm credit borean mnat in- 

18 dnde your itatnnent abont diqmtad infimnation wiUt any 

19 rqKMt it iames abont jnn. 

a) '"The Federal Trade Comnusaion r^ulatei credit 

21 bnreaus and credit repair organixationa. For more infbr- 

22 ma 
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1 "TldiHa Bflftnnn Bnodi 

3 Fadtval Tncte Conmiirian 

3 Wtdungton, D.G. 20680.'. 

4 **(b) a>RiHm ftFATSMMNT BKQOIBBlfKNT.— The 
y wi'iUfft ittfffBMint rfK|iiiffn nwiffr tnti ifintiOB wuJl w ppv 
6 vided u a doenment wbUi ia aapante frmn tqr writton 
T Mnitraet or other agnaiiieDt betifwn the eradit npoir <a- 

8 {sniEatiMi and the eonnmer or eny othorwrittan maUrial 

9 provided to the emuomer. 

10 "(e) Rbtkntion op Covfuanci Bkobdb.— 

11 "(1) In qxnbral. — The endit npair onanin- 

12 tion shall maintain a ci^ of the rta t ament ligiHd 

13 br the etwannter adaioiriedging receipt <tf the itate- 

15 "(2) Uaihtbkancb roB t tsars. — ^The eopr 

16 of any confnner'i ttatement ahall be maintained in 

17 the organization'! files for 2 ;ean after the date on 

18 which the statement is provided to the eonsnnier. 

19 ■SBC4la.CREDrrBIPAIR0BaANtZUI0NB0aKnACm. 

20 "(a) Wrtitek Contracts Rbqcibbd.— A credit ra- 

21 pair organisation may not provide servicea fbr an)' 

22 eonsomer unless a written and doted contract (fbr the por- 

23 chase of such services) ^rtiich meets the rcquirementa ot 

24 subsection (b) has been signed by the consumer. 
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1 "(b) Tma and Conditions of Contbact.— No 

2 eontraet ntored to in MdMeotion (a) meetB the nqain- 

3 mmta <tf thii anbawtion nnlcM itudi eontnet indoctet the 

4 (Ulomnc infiNnaatton (in writiBfd: 

3 "(1) The tomH and condi t iona at papment, in- 

6 doding the total amount ot all pajramta to be made 

7 by the craiaamer to the credit rq;iair orgamzation or 
i to any other penon. 

9 "(2) A fan aiKt detailed deaerqjtioo (rf the aerv- 

10 ioei to be perflmned hy the cre^t rqutir orgBniia- 

11 lion te the cmsonwr, indnding— 

12 "W all goaranteea and aU pramiaeB ot fbU 



14 "(B) an estimate of— 

13 "(i) the date bj iriiidi the pnfiinn- 

16 anee of the nrvieea (to be pvtDrmed br 

17 the credit repair organisatioo or any other 

18 peraim) will be eoiiq>lete; or 

19 "(ii) the length of the period nee- 

20 eaaaiy to perftm u meh eervioes. 

21 "(3) The eradit repair nganizatira'a name and 

22 principal bnnneeB addresa. 

23 "(4) A conspieiMnu atataBaBt in boUfluse ^rpe, 

24 in immediate pnndnu^ to ttie ^laee reaoved fin- the 
23 eonsomer's signature on the eontraet, wfaidi reads as 



1 
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1 bSoiR: Toa nay cuwal thk eontraet irithont pen- 

2 attj m ot)li|itioii at taj tiiu beflm midnii^t of the 

3 third bwriiw dar aftor the data on iMA 70a 

4 ngned the contiwL See the attadmd Botiea <tf can- 

5 mlletioii totn ftv an npiaiiatioa ot Qua nffrt. '. 

6 -mciKi.MKmttociMaa.ooiatuiCg. 

7 "(a) In ItaNnuih-^Aiiy omiaamer may oaned any 

8 cmitnwt irith ajoy etadit rqiair organiiation withoat pen- 

9 ally m obUgatiin by nati^mt tha credit nptir orgB]iiz&- 
10 tioa of the eonmner'B intention to do act at any tiine be- 
ll fore midnight ot the third baainen day iddoh bepni on 

12 the date on irtiidi the eontraet or acreement between the 

13 ooonuner and the nedit repair organitatinn ia ezecntad 

14 or would, bat Sir thia anbaee t io n , beoome enfbrceable 
13 againat the partiea. 

16 "(fa) Cancsllltion Fobm and Othxb Infobha- 

17 TKW.^Badi eontraet ihall be aeeompamed by a ftinn, in 

18 dnpbeate, irtiioh haa the beading 'Notice ot CaneeUatian' 

19 and eontaini in boldbee type the fidknring ttatement: 

20 "Ton may eaned tfiia eontraet, withoat any 

21 penahy cr obligatai», at aqy time betoe midni|^t of 

22 the third boaineat d«y irineh begine after the date 

23 the C(»itraet i« eigoed I7 yon. 

24 " 'It yon caned, any paymrat yoo made under 

25 thia eontraet will be retained before the end <rf the 
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1 10-d^ period begjiming on the date Um seller n- 

2 Genet ;inir eaneellatioii notice. 

3 "To cancel this eoatnet, mail tv ddiver a 

4 signed, dated cop]r of this cancdlatioii notiee, or any 
3 other written notice to [insert name ot credit repair 

6 o^anisation] at [insert address of credit repair or- 

7 gamsation] befbre midni^ on [insert date]. 

8 " 'I hereby caned this transaction. 

9 " ' (pnrchasw'B ngnatare) 

10 " ' idalte)'. 

11 "(e) CoNSUMBB COFt OP Contract Bbquirbd. — 

12 Any consumer v^ enters into any otmtraet with any cred- 

13 it repair nganiiation shall be given, taj the organization — 

14 "(1) a e(V7 of the eomi^eted contrast and the 
13 disdosare statement required under section 405; and 

16 "(2) a c(V7 of my other doeoment the eredit 

17 repair orptnizatioii requires the consomer to sign, 

18 at the time tbe enttraet or the other document is signed. 

19 *Ha4M.N(»ICCMIFUAN(SinTHTHI81TIU. 

20 "(a) CONSCHEK Waitebs Invalid. — ^Ai^ waiver bgr 

21 any consomer of any protection provided by or any ri^t 

22 of the consumer onder this title — 

23 "(1) shall be treated as void; and 

24 "(2) may not be enforced by any Federal or 
23 State court or any other person. 
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1 "(b) Attbhft To Obtain Waiveh.— A117 Maxpt 

2 bjr Koy credit repair wyaniMttion to obtwn a wmiver from 

3 xny cotuamer o( any proteetioii proridod by or any ri^ 

4 of the eoDanmer under this title iholl be treated aa a vioU- 

5 tioB of this title. 

6 "(c) CoNTBAcra Not in Couplukck, — An^ eon- 

7 tnwt fi>r aervioea irtudi doea not eonqdy with the apfSor 

8 UeproviaimiBofthiatiUe— 

9 "(1) ahaU be treated as void; and 

10 "(2) may not be enforced by any Federal or 

11 State conrt or any other penon. 

12 "SKC. Mi. CIVIL LIABIUrT. 

13 "(a) LUBIUTT BSTABUSHED.— Any credit Tcpair 

14 ftrganiMtinw which bils to comply with aqy proviaion of 
13 thia title with reapect to aqy person shall be liable to mdi 

16 peraoD in an ainonnt eqoal to the snm of the amounts 

17 determined nnder eaoh of the (bllowing paragnqihs: 

15 "(1) ACTCAL DAHAOES. — The greater of— 

19 "(A) the amount of any actual damage 

20 sostained by such person as a result of such 

21 Mnre; or 

22 "(B) any amount paid by the person to the 

23 credit repair organization. 

24 "(2) Punitive dadoes. — 
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1 "(A) iNinVIDOAL ACTIONS.— In the CUB of 

2 any action br an indiridnal, nch additional 

3 amoDst aa the ooort nu^ allow. 

4 "(B) Class actions.— In the case of a 
3 dan actkn, the ntm of— 

6 "(i) the aggregate of the amoont 

7 irtii^ the eonit aa.y aQow for each named 

8 p luintiff; and 

9 "(ii) the aggr^ate of the amonnt 

10 which the conK may allow for each other 

11 dan member, without regard to any mini- 

12 mmn indrridnal recoroi;. 

13 "(3) Arroasvi^ PEZS. — In the case of anj 

14 anec eaa fiil action to enfitrce any liability under para- 
13 gr^di (1) or (2), the costa of the action, together 

16 with reaaonaUe attomeya' fbea. 

17 "(b) Factors To Be Ck>NsiDBitED in AwAsoiNa 

18 PUNniVK DAXACns. — In determining the amount of any 

19 Hatdhty of ai? endit repair organization under subsection 

20 {a)(2), the conrt shall eon^der, among other relevant 

21 bctors — 

22 "(1) the frequent and persistence of non- 
23 eomidianee by the credit repair organization; 

24 "(2) the nature of the noncompliance; 
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1 "(3) the extaat to iMA ndi noneoaipHmee 

2 wu intentioiul; and 

3 "(4) in the CMe of ai? tiam aetion, the nrnnber 

4 of coBKuno* adnnelr aflStetod. 

3 "(c) JUBJBDtcnON. — Anr action onder tUa aeetion 

6 m^ btt bnogjit in Koy United Statee diatiiet ecnrt, or 

7 in anr other court of competent joriadietlOD, befiwe the 

8 laterof— 

9 "(1) the end Ot the 2-year period beginning on 
10 the dtie of the occnrrenee <tf the violatioa invidvedf 
n w 

12 "(2) in anjr case in whieh any credit repair or- 

13 gsnization baa materially And willfaltr misrqHV- 

14 aented si^ information wliich — 

15 "(A) the eredit npiar organization is re- 

16 quired, hy any provigion of this title, to diseloae 

17 to my connunei^ and 

18 "(B) is material to the establishment of 

19 the credit repair organisation's liability to the 

20 consumer under this section, 

21 the end of the 2-year period beginning on the date 

22 of the discoveiy by the consumer of the n 

23 tatiun. 
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1 ■SEC 41li ADMINISIIIATIVC SNFOBCmBn. 

2 "(a) In General. — Compliann with the nquin- 

3 ments impoaed under this title with reepect to ciedit repair 

4 wganiBUioiis ahall be enforced nnder the Federal Trade 

5 Commianon Act by the Federal Trade Granmiasion. 

6 "(b) 'Eolations or This Titls Tbsatsd as Vlo- 

7 LATiONS OF FsDBiUL Trade GouwssiON Act. — 

8 "(1) In (SNKKAL. — For the porpoae of the ex- 

9 ercise by the Federal Trade Comnuamoii <rf the Fed- 

10 eral Trade Comniisniin's ftmctiona and power* 

11 nnder the Federal Trade CoranuBUon Act, any viola- 

12 tion of any requirement or prohibition impoaed 

13 nnder thia title with respect to credit repair organi- 

14 zations shall constitute an unbir or deceptive act or 

15 practice in commerce in violatim of section 5(a) of 

16 the Federal Trade Commission Act. 

17 "(2) Enforcement authoritt under other 

18 LAW. — AU ftinctions and powers of the Federal 

19 Trade Commission under the Federal Trade Com- 

20 miasioii Act shall be available to the Federal Trade 

21 Commission to enforce compliance with this tiUe hy 

22 any person sul^ect to enforcement by the Federal 

23 Trade Commission pursuant to this subsection, in- 

24 chiding the po\t'er to enforce the provisions of thia 

25 title in the same manner as if the violation had been 

26 a violation of any Federal Trade Commiasion trade 



)vGoo<^lc 



S7 

regntation rale, witiuat regard to irtwtlMr the ere<Ut 
npair organiutioii — 

"(A) it engaged in oommeroe; or 

"(B) meet* any other jnriadietioul tetta in 

the Federal Trade Cowimiiiiioii Act 
"<e) ariTK Enfobcbhent of TlTU<— 

"(1) In obnehal.— The attwnv geneni ot 
any State, dt an ofCeial or agency dewgnatcd anler 
the law at any State, may enfarce the praviaioiis of 
thii title is FedenI or Sute cooiV 

"(2) Civil sntoiu^hknt ACnoKS.— Any 
State may bring a civil aetion in any Federal or 
State eonrt to eqjoin any vitdation <rf thia title and 
to reeover damagee nnder Hue title for OMuaroeti 
itho naide in audi State.". 
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LETTER FROM GARY J. KOHN 
IdoiSLATivB Counsel, Independent Bankers Association or Ahbbkia 
May 26, 1993 
Dear Chairmao Rlegle, 

On lluinulay, May 27, the Senate Banking Committee will hold a hearing to con- 
atd«r 8. 783, the "Y^onsumer Reporting Reform Act of 1998.' The Independent Bank- 
era Aaaodation of America (IBAA) requests that you submit this letter as part of 
the record <^the hearing. 

At a time when the banking industiy is reeling under the crashing wei^t of rag- 
ulatoiy burden, it is not prudent to pass additional ledslation trtikh will exacertiate 
the problem. Many Members of Congresa, aa well as President Clinton and Pedoral 
Reanve Board Chairman Greenspan, have recognized that the regulatory burden ia 
tied to the credit crundt that is costing the Nation the Jobs needed to Hit the econ< 



omy. 

We believe that. If this blU is enacted, it vrill actually result in hai 

' ' 'y increasing coats and reducing the availability ofcrediL Pbr example, the bill 



would place restrictions on the ability of banks to use prescreened lists ibr maiket- 
ingpurpoaea. We are concerned that this will force tenders to offer credit without 
suiScient current information, or to develop alternative procedures to ■"'"'■»*■» 
credit liaka, thua slowing the leading process. Mariceting and credit costs would in- 
creaie, lea^ng to increased eo^ to consumers. Banks could be forced to ofbr prod> 
nets such aa credit carda to consumers without the benelit of the most current credit 



malties pressed, ue end result would likely be ttiat many lenders will decUne 
uj — i- I 1 — ji L-i_ i--___ -jf CTe<uj altogether. 



penalties pressed, the end result would lii 

to psTtidpate in ortending certain forma ofci 

this bill wiD (brther increase the regulate 



flle {nformation on applicants. Combined with the incteased repotting burdens and 

ly lenders " 

._. .._ B resulatoiy burden of the Nation'a banka. It ia 

another example of Congreasional oventill, reaching bqroDd a problem confined to 
an isolated segment of an industiy. In this case, the problem ia one that primarily 
concerns the activities of the credit bureaus, not those of the lenders. 

Even with respect to credit bureaua, it no longer seems necessoiy to pass legisla- 
tion, llie credit bureaus recently announced a program of voluntaiy compliance^ im- 
pUmenting most of the measures that were part of last year's House verabn of this 
legiBlBtion. 

Because community banks depend on accurate credit reports in making lending 



cuncT and » . ■ _ 

as in recognition that banks are not the source of the problem and that consumers 
would be hurt rather than helped by this bill, we urge the Committee to abandon 
thia legislative elToTt. 

POSmOM OP MARK WILLIAM HANNA 
President, National Cbbdit Inforuation Network 

lifr. Chairman and Members of the Committee. I am Merit Hanna, President of 
the National Credit Information Network, a division of V/.H.IA. Corporation. We 
ore commonly known as the reseller who was fraudulently induced into providing 
the computer access to McGraw-Hill, Business Week Magazine that allowed their 
editw to puB the credit report of then Vice President, Dan Quayle, as well as sev- 
eral other prominent individuals. 

I would like to assess how well the proposed lepslation, S. 783, will addreas the 
iasues of accuracy and privacy in the credit reporting induatty, as well ss its prob- 
able impact on the credit reporting induatty, conBumers and the enlbnement of 
State conaumer protection laws. In addition, I would tike to indicate a number of 
pointa of concern about provisions in this bill. 

A Point Worth Noting 

The point should be made that our poution will in the vast mi^rity of Jnstancwa 
be in total agreement with that of the Associated Credit Bureaua, Inc. and maqy 
of our positwns are identical both in EXACT WORDING and concept to that as pie- 
aented bv Barry Connelly, on M^ 27, 1993. However, we an not repraseated by 
ACB ana do have aome major diflerences, which we feet should be ilhindDated. We 
wlD moke a NOTE above the par^raph where our position differs from that of the 
ACB. ACB spent a great deal of time preparing tfielr poaition, and in the caaea 
where our positions are identical, we have used their elegant wording. 
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duct their busiaesB is diflerent rrom that of aeveral yesn ago. In toda/a eoonomy, 
■ tnomiilaiia Impoitance is placed upon Infonnation lyitama and accurate datA. 
Nowhere ia that mora obvtoui than in the credit reoorting induatry. In fact, the 
preaent mariwtplaoe ia driven bv competition, as to which company can deliver the 
moat complete and accurate iniormation in the leaat amount of time. ReaeUerv of 
credit infimnation have become ■ part of that mariietplace. They provide a method 
friieiv ft buaineH can come to one source to find many different types and aourcea 
^InJbrmation. 

It ia againat this backdrop of constantly increaiing demand for complete and eaa- 
Uy aoceMible oonaumeF data that hei^tened consumer concerns exist in regard to 
penonal privacy and security of infonnatiQn. Our industiy is extremely tensitive to 
this aeenuD^ paradoxical situation. 

We appreclato the Committee's interest in this issue and specifically applaud the 
leader^p diown by Chaiiroan Riegle, Senator Biyan, and Senator Bono. We are 
encouraged by this Committee's willingQeHs to addreas these complicated, complex 
and ciuilengb^ privacy and accuracy issues. Likewise, we would like to use this op- 
portunity to discuBs our induBtiy's ongoing commitment to maintaining the delicate 
mlance Mtween the legitimate information needs of businesa and the coBBumera' 
rif^its to privacy. We consider this type of meaningful dialogue worthwhile to our 
many enbrts. 

Ine credit reporting industiy is moving vohintaiily to diange industry proceduras 
to improve semce to consumers. 

It may be argued that several of these procedures were imposed by the FTC on 
one or more of the BIG THREE credit reporting companies^ whidi operate natkn- 
aUy or 1^ agraements with State Attorneys General. Others might sew that theao 
initiativea were inspired by the poeribibty of legislation in the last Congress and 
befiffo. Obviously, we do not fiinction in a vacuum, and past legislative and regu- 
latoiy actions pimred a role in motivating our actions. 

To thoae who nave been involved for the last several years in the discusnoos 
about FQIA reform, one fact is indisputable— our industiy has ahovrn a strong wiQ- 
ingness to review and scrutinize their operating poUcies and procedures. Nowdiere 
ia that mare obvious than in industry efforts to achieve the hi^iest possible stand- 
ards of accuracy, consumer service and privacy. 

I would like to mention that our credit bureau feels that consumer service is an 
extremely important aspect of our business. Our commitment to the consumer is not 
new. It IS an integral part of how we conduct our business, whether in regard to 
the accural of our file information, or to the protection of those files. We do not 
think one can discuss accuracy and privacy without also including c»nsumer serv- 
ices. 

Accurate data roflecta the ciuality and value of the credit reportfngindustry's 
product. It is the basic foundation upon which credit reports are tniilt. v^thout re- 
porting accuiBiy, our product loses its commercial value. "Die goal is to provide cred- 
it reports whiiA are free of any errors. Credit bureaus must offer a product of the 
hi^est quality. 

Ihe iniormation contained in a credit roport depends on three souires for its qual- 
ity and accuracy: the consumer, the credit grantor and the reporting agency. It is 
very inqiortant lor us to educate consumers about their role in irapnving the accn- 
racy of credit information. They must provide consistent and complete infcmnatiDn 
cm applications for credit whidi are used for setting up accounts. Whether I put 
Haiv Hanna, Mark W. Hanna, or Mai^ William Hanna can make the differeaoe Be- 
tween three files or one file. If I use toy social security number on all three forma, 
the computer can determine that it is the same person. But I, the consumer, can 
determine in many cases whether the credit bureau receives accurate and complete 
information for my file. 

lite second member of the partnership ia the credit grantor. Hie industiy has 
been wnirking hard to develop more consistent reporting practices in ooqjnnctioa 
with credit granton. "Hie migor repositories have been working to develop improved 
analytical capabilities, so that th^ can deal with various identitiea of consumers. 
Tlie Associated Credit Bureaus have set up a number of task force groupa to address 
the question of acicnracy from several perapectives. I feel wry positive about the 
piograss these groups are making. 

A Point Worth Noting 
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TDming now to conaumBt relatlont, it ii the induatiya pMl to provide to the 
conaomer quality aervice, whetlier aeeking dlscbauiv or reinveatigatiaiu of inloRna- 
tlon contained in their cradit reporta. 

ACB'a new oonaunier initlatlvea booklet clearly atatea: "Credit bureaus believe 
that there ihould be no impediments to consumera In obtaining and undentanding 
their credit reporta. Credit reporta ahould be available in a rormat wbldi ia dear, 
oondae and eanr to read. Diacloaura and reveriflcatian ahould alao take place in a 
timdy manner. 

NCI wholeheartedly aupporta the new cooBumer Initiativea. 

Hie Indnatry la continuing to woik on the development oT'^CMiBumer friendly' dia- 
doenre formate to enhance conaumer nnderatanding. We will enoourage credit 
(pnmton to provide oonaumera with clear and underatandeble reuons (or credit de- 
nial Within three buainesa daya after being contacted by « conaumer, a credit bu- 
raan will raapond by mail to requeats for diacloaure of the credit file. Credit bureaua 
will not dui^ mora than $8 to a consumer who requeata dlsdoaura, but has not 
been denied credit. Under the FCRA, a consumer ia entitled to requaat and receive 
a free report within 30 days after being denied credit by a credit grantor. It ia our 
policy to act«nd this period to 60 daya following adverae action to give eonaumen 
every reaaonable omortunity to obtain a copy of their report. 

tb. Chairman, uie credit bureau induatry will intenai^ existing efTorta — working 
together with data furniahera and consumers — to provide timely and meanin^m 
diadoaura of information, file review and reaolution of consumer queationa and ola- 
pnteo. Our Induatiy la conmiitted to continuing to improve the acoesa and eaae of 
aooeea to conaumer aervice. 

Hiia loada me to the third category of major concern to conaumer reporting egen- 
det-^ifivaqr. We regard the inloriiuitloa w« collect as hi^dy conQdentiaL We will 
not toWate mq unauthorised Moeaa of infinmation In our Ifles. In thoae inatancea 
a aware of impermisaible access of the data, we have informed 
' thoee Individuala or com- 
M very eenaltive and per- 



(rf polidea to improve tne aecurity of file information. 
A Point Worth Noting 
a wmting any new law to include appropriate punitive 



pranaiona to be levied agamst any person or business who wuUully acceaaea a per- 
eon's conaumer credit file, without a lawFiil perniissible purpoae. 

We atrengly reaffirm our policy that a consumer's medical hiatorv will not be 
gathered or provided in reporta for credit or employment purposes, "fa avoid aronp 
confUaion, we ham reaTfirmed thii policy in our initiativea to reiterate that vra do 
oot have any nwdical health data about the consumer in the file. Some have ex- 
preaaed concern that medical health information is compiled and included in credit 
reporta. It is iL 

nie induatry haa ti^tened the atrict proceduica regarding aervice to broken and 
rasellera of our information. We have established opt-out proceduras on an industry- 
wide basia to accommodate consumers who oioose not to be included on 
g and direct mariceting mailing lists. We encourage stricter enforcement 



of the Fair Credit Reporting Act provisions regarding those, who throu^ fraudulent 
actions, violate the permissible purposes section of the act. We an tnlVing about 
theft. Unauthoriied and illegal access should be treated accordingly. 

These are but a few of the areaa where the credit reporting industry haa taken 
great atridea to ensure privacy. Othen are diacusaed in more detail later in this doc- 



The Biyan/Bond/Riegle bill amenda the FCRA in several ways involving the accu- 
racy of credit reporUng information. Sec 104 deab with obeolete information and 
information contained in consumer reports. Sec. 107 deals with the disputed occu- 

"nfbrmaUon in a '" — -i «-- ■•■•■■ -•--• — i.l .v. j._^i r *__ 

)f information. 

The proposed amendments ii 

8,7S3t require the u 

L^iq.nze. by Cockle 



public record inbnnBtion our membera are advised to make eveiy efbrt to obtain 
and identi^ the spcclBc chapter of bankrupt^ when reviewing public record inior- 
matlon. ACB membera have alwaya drawn a distinction between Chapter 7 and 
Chapter IS bankruptdea. Completed Chapter 13'i are deleted in 7 yeara, rather 
than 10 peimitted by law. 
Na Gsncura with the ACB on the above. 



S.78SI raquire the voluntary cbaure or an account by a eonnimer be ab 
ACB pnUBjft Credit bareaua will report accounta aa "doaed bjr the 
-^■~~—~r indicated by the data furnisher or established in a review pi 



MCI coDcuia with the ACB on the above. 

8>783i require collection accounts be reported no longer than 7 years. 

ACB poUcyj Collection account Information remaina part of the credit file for no 
longer than 7 yean. 

NCI concurs with the ACB on the above. 

S.783: require inchision of timely and relevant information vrith a positive impact 
on a deterrninatian of creditworthiness. 

ACB poaitiou Althou^ it is obviously well intentioned, we have serioua con- 
cerns about this provision. We encourage our members to carefully consider all in- 



formation provided Iqr consumers concerning a dispute of Information in their file, 
but we object to the expansion envisioned in sec. 104(0. This is an area of limited 
vahie to tne consumer, la punitive to the industry, creates concern about fraud and 
is suUect to abuae by credit dinics. Supplemental data requested bjr conaumera ^fi- 



organizt. „..y ._„ — , 

ofuie conaumei'a information as having a "positive impact on a determination of 
creditworthiness." Equally important is the way in which thia informatkio would be 
catalogued. We have spent years developing a uniform and systematic computerized 
*4iMro tape format* to disseminate information between credit grantor ajid credit 
bureau. Ttdt provision would add little benefit for most consumers while creating 
an opportunity for unscrupulous credit service organizations to prey on those of lim- 
ited economic means that Title II of this bill is intended to help. 

NCI concurs with the ACB on the above. 

Sec. 107 of the bill addresses consumer disputed concerning the accunu^ of intbr- 
mation in the credit file. The Section imposes a number of duties for credit bareaua 
under Sec 81 1 of the FCRA; 

8.783: if the completeness or accuracy of any item in a report is disputed, the 



Envided disputed information will be notified of the dispute within S buslneaa daya 
y the credit reporting agency. >> 

ACB pollcyi Credit bureaus will verify any data in their file within 30 days after 
being contacted W a consumer. Any information not verified or updated by a crmUt 
grantor within 30 daya will be deleted from the consumer's credit tile. Consumers 
wiH not be diarged for any verification of existing credit information. 

NCI concurs with the ACB on the above. 

8.TS3! if a dispute is reasonably determined to be frivolous or Irrelevant and the 
reinvestigation is terminated, the a^n^ must make written notification to the 
conaumer of that determination within 6 business days. 

ACB policy: Consumers will be notifled by mail within 6 business days if a dia- 
pute is determined to be frivolous or irrelevant, abng with the reaaons for that con- 
duaion. 

NCI concurs with the ACB on the above. 

8.783: if a reinvestigation of disputed information occurs, the reporting agency 
must review and consioer all relevant information submitted by the consumer. 

ACB policy: Credit bureaus will consider relevant written mformation from con- 
sumers during the reinvestigation proceas and make appropriate changea to the 



NCI conetm with the ACB on the above. 
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8.T8S) if inlbnnation b found to be inconvlete, inaccurate or cannot be varilted, 
it nrait be promptly deleted. If deleted, jaiar to reinsertion it must be certified com- 

tlete and accuiste t>y the furnisher. Notice must be mailed to the consumer within 
buainesa daya of (nc) deletion. An agency muat maintain reasonable procedurea 
to prevent the reappearance of deleted information in a lile. 

ACB policy! Ai stated earlier, unverifiable information in dispute will be deleted 
at the end o[ the 30-day period. Information which is deleted from the credit file 
will not be reinserted unless the credit grantor verifies it is complete and accurate. 
In the event the grantor does verify the Information's accuracy, the consumer will 



8.783; within 6 business days after completins reinvestigation, the agency muat 
mail written notification of the results, including a itatement that it ia completed, 
a revised copy of the consumer's report based on the file after reinvestigation, and 
indication of the dianges made, a notice that on request, the consumer can get a 
description of the procedure used Inr the agency including names, addresses and 
td^oboiw numbera of anyone contacbed, a summary of the consumei's ri^its under 
PC3RA, and notioa of the ri^ to add a statement tn his lile disputing the accuracy 
or cnraletenesa of the information. 

ACB policy: Consumera will be noticed by mail no later than fi businesa d^s 
after their rdnvetUgation has been completed. Consumer* are entitled to add « 
statement of 100 wtmls or less regarding any disputed entry on their credit report, 
liiis statement, or its substance, will be transmitted at the consumer's request to 
all creditois wmt previously received the consumer's report. 

NCI concurs with the ACB on the above. 

Sec. lOSof S. 783 amends the FCRA section relating to charges of disclosure. lUs 
amendment would: 

B.7S3: require eadi consumer reporting agengr to make disclosure as provided in 
Sec. 609, diqwted information, at no charge to the consumer, if it ia requested with- 

' ~) days of notice, t' ■' '^ ... 

ily affected. Also, i 

of the rnnvestlgation results, or for notifying a person designated by the 

to roceive notice of those resuUs if specified to CPA within the 30-day pe- 
riod. The cmsumer may receive a tne report after written request within one year 
from the data of Dotificmnn nf the reinvestigation results. 

ACB poUcyt Upon request made within 60 daya of denial, credit bureaus will 

ete consumers a free copy of their credit report. Our podtion is that there should 
no confusion by consumers as to why thev were denied credit. "Die credit bureaus 
are working to develop credit reports whien are easier for consumers to read and 
understaniT ACB polin is to extend the period for providing consumers a fiee report 
to 60 davs, not the 30 days provided bv law. Also, consumers may request a free 



the credit bureau whidi issued the report that contributed to the credit denial. 

NCI concurs with the ACB on the above. 

In Sec. Ill the bill inaerts a new aection of the FCRA establishing duties for fur- 
nisliers of tnfbnnoHon to consumer reporting agendea. This section creates for the 
(Viraiahers of credit data a disincentive to provide information regarding consumers. 
To create substantial compliance obligations and to impose major civil and adminis- 
trative liaUlily for provldmg information that someone "should know" is incomplete 
or inaccurate puts a burden on credit information furnishers that is unreasonable. 

Section 111 of S. 783, responsibilities on credit grantors, as the^ furnish informa- 
tion to consumer credit reporting companies, is a punitive provision, when coupled 
with Ihedvil penalties, enfoicement authority granted to the Attorneys General and 
private rl^ts of action. It is a litigator's dream come true that, if passed, could have 
Oie effect of doring down the free flow of consumer credit information, which allowe 
our credit economy to flourish in a manner unmatched by any country. We know 
that credit grantors have spoken forcefully on this subject in their testimony, and 
ACB supports their position. 

Credit gr«ntors should be applauded for furnishing information and encouraged 
to do so, not discouraged. It is the availability of that information in the credit bu- 
reau file that sells goods and creates Jobs, It is that Information that allows a 
r hi Nevada to buy a car made in Michigan with one visit to an automobile 



dealership. Those credit purchases translate into Jobs, and whatever the Congreas 
does in ttw name of accuracy or privacy to discoi' -■'■'■'- 
only hurt your constituents more thaln help them. 
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Credit grantara expect to be retponaible for correcting any erronaoua inlbnnatiDn 
whldi human error and niilUona of characters data can cauae. But the ayatem and 
the law ahould ^ve them an apportunity to correct an emr without the ponalty of 
fine or costly litisation. A willful violation or failure Ut correct an eiror idter reaana- 



able notice, wouM create a more reasonable standard of liability without destroying 



ir costly litisati 

notice, would ci _ _ 

the free flow of credit history information, whid) provides the life blood to 
Bconomy. 
NCI coDcura with the ACB on the above. 



Credit bureaus are the custodians of veiy sensitive, personal credit data. PtatoCt- 
ing the privM^ of that information is of the utmost concern to our members. In our 
Gontinuous euorts to improve security, credit bureaus are implementing a number 
of new policies and reviewing procedures to enhance consumer privocjr. 

Vint, let me point out that ACB and MCI have advocated giving both the 
Gooaumer and the credit bureau a cause of action when personal credit information 
is illegally acoeaaed. We believe any individual or company which obtains cre^t re- 



^ ... „ , apravpriate 

State and Pedeial authorities to adiieve this objective. In the now famous Business 
Week cover stoiy, in whidi Dan Quaj^le's credit reoort was illegally obtained, ellbrta 
were made bv NCI to have an investigation launched by government, vrhkh should 
have resulted in the prosecution of McGraw-Hill, Business Week, and the persona 
involved in the sdieme to illegally obtain the reports. No government agency con- 
tacted would puraue the case. In fact instead of seeking prosecution of the party re- 
sponsible, the Federal Trade Commission launched an investigstion in the fall of 
19S9 against NCI, the credit bureau whose information was illegally obtained. Thia 
biveatifration resulted in an administrative hearing being sdiMuled for sometime 



-^J 



B the provision of S.783, as they relate to privacy. A number of 
Sections in the bill contain new duties and comi^iance procedures for credit bu- 
reaus, as welt as the credit grantors and data furnishers. Sec. 102 amende the per- 
missible purposes section of PCRA. It would require: 

8.783; that the report be provided only for a legitimate business need for a trans- 
action initiated by the consumer, or for a direct marketing transaction not pniiib- 
tted under the opt-out provisions contained in this bill. 

ACB policy: Credit tmreau contracts with users certify to a permisaible purpose. 
Credit bureaus are advised to require written permiesion of the consumer, w4ien 
there is any doubt about the user naving a permissible purpose to obtain a teport. 
nw ACB poliqr initiatives provide the consumer with the ability to opt-out of credit 
and mariteting lists. By contacting any one of the three systems, s consume/s name 
win not be provided for any prescreencd or direct marketing mailing Usts prepared 
by the three National credit reporting aystems. 

NCI concurs with the ACB on the above. 

8,783: if a consumer report iaused for employment purposes, a credit bureau pto- 
vidies a summaiy of FCRA ri^ts to the consumer and obtains certification from the 
uaer that the iiubrmation in the report will not be used in violation of Federal or 
State equal eoqiloyment opportunity law or regulation, and the user has dlacloeed 
to current and proapective emploveea that a consumer report may be used and has 
raceived written authorization oefore getting the report. 

ACB |Mriicjr) Credit bureaus require all users to indicate when reports are aou^t 
fiir emfdoyment purpose*. Credit bureaua will issue reports lor empk>yment pur- 
poses only, if the user certifies by contract, that the apphcant will be eiven advance 
DO^e tJiat a report may be requested. Violations of tnis contractual obligatioa sub- 
ject an impermissible user to cancellation of service. 

A Point Worth Notinf 
NCI position: NCI would like Congreas to consider ^ving the credit bureaus (be 
ri^it in the above instance to initiate a punitive actnn aninst the user, inves- 
tigated by a governmental authority and prosecutable hy a redera] Court that In- 
veatlgaUon warrants such. It should be noted that NCI strongly ums Congress to 
avcridgivtng any administrative branch ofnvemment the power (o both investinle 
and be Judge and Jury on the same case. Iriia currently is the caaa with the Federal 
Trade Commission and the FCRA. 

L^.q.nzeobyGoO'^lc 
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8. 783: before taking adverse employment action baaed on 
UMT nnut provide tn the ronaumer a copy of the report, i 
li^ts and a reasonable opportunity to respond. 

ACB ptdieyi Credit bareaus support and encourage the practice of employers dia- 
doaing report information to proapective or current employees, so they can verify 
Um iaformatioD prior to the employment decision. ACB members do not support the 
bill proviaion that would require tne employer to provide the consumer with s copv 
of toe report. Discbsure of the actual copy of the report should be made by thecTM- 
it bureau to the consumer. Nonnally, the consumer disclosure report is more read- 
able and understandable than the computer format that may be used by the em- 
ployer. ACB merobera are also very caocerned about the requirement that suggerts 
that the employment decision be delayed, while the consumer disputes any intwma- 
tion. This is an unreasonable expectation, when other factors besides the credit re- 
port would contTibut« to the decision to hire one person over another. 

A Point Worth Noting 

NCI poaition: NCI agrees with the ACB on the above, with the following excep- 
tion. NCI believes the bul's provision requiring an employer to provide a copy of the 
report, be modifled to apecificall^ allow the employer at his discretion to provide a 
copy of the ref«rt, when providing a notice of denial. This just mdcea it easier on 
the consumer if it is provided. However, if the employer is uncomfortable with pro- 
viding a copy of the report, then a notice providing clear wording explaining now 
to obtain a copy should be required. 

B.7S3: a user of a consumer report to be able to disclose the contents to the 
consumer, if adverse action is taken or contemplated, based on report information. 

ACB pollcyi Credit bureaus will not prohibit banks, stores and other credit 
grantors from discussing adverse information in the cre^t report with consumers. 
Credit grantors will not be prohibited from sharing the adverse credit report data 
with consumers in order to explain the reasons for their credit decisions. However, 
we believe the most complete consumer disclosure can best be provided by the credit 
bureau whith issued the credit report. 

NCI concurs with the ACB on the above. 



8.783; a consumer reporting agency-may furnish a report in connection with a so- 
licitation for credit or insurance not initiated bv the consumer, if the consumer au- 
thorizes the agency or a firm offer is made ana the consumer nas not elected to be 
excluded from the list uaed or solicitation. Onlv the conmmei'a name and address 
and information that is not identified with the consumer can be furnished. No 
record of inquiries resulting fivm unsolicited credit or insurance transaction can be 
given as part of the consumer's file, except as part of disclosure to the consumer. 

ACB policy: Consumers will be able to use an industiy-wide system to opt-out 
of having information about them provided for cretut mariceting purposes. 
Prescreenrng Inmiiriea are not listed on credit reports sold to credit grantors. How- 
ever, those mquiries wilt be included in a credit report provided to consumers so 
th«y will know who had access to their credit file for at least the last sue months. 

NCI concur* with the ACB on the above. 
■ reporting 
i^ transaction, if the report u 

ofthe consumer, or if the report includes information identified with the 

or if the consumer has objected to that use hy writing or by catling a toll-free num- 
beraup for that purpose by the three Nationwide agencies. 

ACB poVieyt Credit bureaus that provide marketing lists do not include informa- 
tion about the consumer's credit history and the list is limited to name and addreas. 
The lists are subject to the industry opt-out service which is intended to alk>w con- 
Bumen who olgect to inclusion in direct marketing lists to exercise the options of 
being excluded fnm these lists. Credit bureaus want to make it easier for consum- 
er* to avail themselves of our procedures designed to protect the consumer* privacy. 
To help cansumen be more knowledgeable, ACB will annually notify consumers 
throupi paid nationally circulated mesaage that they can opt-out, for have their 
name removed, from prescreened credit offers and direct marketing offen. Consum- 
ers may contact any ofthe three national credit reporting systems to make this elec- 
tion. Bv contacting any one of the three systems, a consumer's name will not be pro- 
vided for any prescreened or direct marketing mailing lists prepared by the three 
national crecut reporting ^sterns. 
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NCI eoncnn with the ACB on the above. 



Uw ultimata end-uaer ofthe import and each permiuible purpose for which the end- 
oaer la fiiraiahed the report. The person who geta the report in ordBr to resell it 
' '" ' asonable procedures to ensure the report ia resold only for a per- 

^__^___ by identifving the prospective user and the pennissiDle purpoae, 

1^ certiMog the report will be used for no other purpose, andbelbre reselling the 
rvports, Dy making teaaonBble eflbrta to verify these identificBtioiu and ontifi- 

ACB policy: Credit reports will not be sold to resellers or brokers or credit infi>r- 
nation unless they certify the individual or business requestinK the report has a 
permissible purpose for doing so, as defined by taw. Id other words, third party sell- 
ers ofcrcdit reports will be rec^ired to follow the same procedures aa credit report- 
ing companies regarding permissible purposes of all users to whom infonn^ion ia 
eommaakatwL R«sellera are credit reporting agencies. A reseller or broker mtut 
Bign a contract to gain access to the credit reporting system. Customers of the 
broker or reseller must also agree contractually with the brokeWrMeller that they 
win only access reports for pemir"*^' — __ .— .ji..._ n.. 

aarvke to the broker or reseller, t _, „ , 

ficationa, induding an on-site visit of the broket'a premises. AdditicniaUy, the credit 
bureau must be eertain the broker understands and contractually agreea ta comply 

' ■■ """ ' ■ " " "04, the pennfisiUe i 

procedures in qnallm 

Bpptv for its services. Finally, periodic audits of both the broker ana 

irs or the broker must be conducted by the credit reporting agen^ to e 
that all parties are abiding by the terms of uie contract. 

A Point Worth Noting 

NCI {wsition: Reselleis offer American business alternate choices. The credit re- 
portiiw induatiy ia currently dominated by only 3 GIANTS. Resellera ihould be re- 
qidred to mrinfaiin data audit traila, whi<h diould enable them for a period of three 
yeaia fiom the date a report ia accessed from any other credit bureau be able mi 

a caae by cue baili within « maximum of 24 hours, be able to supply the 

_.j _L___ >. — «.>.__. .-.>. ^ logBther w 



with all theprovisions of the FCRA, especially Sec. 604, the 
provisions. Ine reseller is reguired to follow the same procedui 
tirtto apply for its services. Finally, periodic audits of both thi 



a, phone number oT the end user of the consumers report, together with the 

ponnrteapenniBsible purpose for which sud) report was accesaeo. 

^ require resellers to turn over ALL names, addresses and fdione numbers of 
their clients to another credit bureau gives the supplying credit bureau an abeolute 
HONOPOUSnc and UNFAIR business advantage. Nothing would prevent the 
snppiving credit bureau from soliciting the client of the roseUer directly. 'Hie GI- 
ANTS within the industiy alrea^ have a strange hold over the credit industry. 
Smaller credit bureaus such as NCI cannot obtam access to the credit data mia 
the major credit grantors, such as Visa, Mastercard, General Motors, etc Granting 
the BIG THREE the unreatricted legal access to the names, addresaes, and {Alone 
numbers of resellers will effectively put them at sudi a disadvantage that resellera 
will soon be a thing of the past. American business benefit when they have more 
than one choice for the purchase of any product or service. 

A Point Worth Noting 

Some resellers such as NCI creaU a NEW and ENHANCED REPORT, using data 
purchased from one or more ofthe BIG THREE, ALONG with daU owned ondcom- 
pUed fay the reseller. NCI stron([ly urges Congress to include in any new law spedtic 
provisions which would prohibit any credit bureau from specifically, throng con- 
tract or otherwise restricting any other credit reportini; a^ncy &om selling informa- 
tion purdiased from another credit bureau, whether m its exact form or whether 
the information ia combined creating a new report, such as a mortage repor^ from 
being sold within the law to anv legitimate end user having a legitimate pennisaible 
purpoae lor sudi report. A comoined or enhanced report should be considered a new 
report, and the consumer credit reporting agency who created the new report should 
then be liable for the complete and total accuracy of the report, just as with any 
other credit report. 

NCI agrees credit reports should not be sold to resellers or brokers orcredit infor- 
mation unless they certifjr the individual or business raquesting the report has a 
permisnble purpoae for doing so, as defined by law. In other words, third party sell- 
era of credit reports will be required to follow the same procedures as credit report- 
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log ODmMuiiea regarding pennitaible purposes of all uien to whom information ia 
cnmnmnlcated. Scwllen an credit reporting agendea. A r«Mller or broker mnat 
sign B contract to gala aocaaa to the credit reporting tyUm, Cuatomera of the 
broker or readier mnat alao agree oontractuatly with taa brokerAwMUer that they 
wiU aviy acceaa reporta for pennianble purpoaea as denned by law. Before providing 
wrvie* to the broker or readier, the credit bureau must folly inveaUgate thdr qnaH- 
Ifcattona, induding an an-dte visit of the broker's premises. Additionally, the credit 



boTMn must be certain the broker underatonds and contractually agrees U 
with all tbepiovlsionB of the FCRA. especUUy Sec. 604, the permisdble purp 
provisions. Ine reseller Is required to follow the same procedures in qualifying tl 



who apply for Its aervices. 

Mr. Chairman, thoae are the proviaioas of the Btyan/Bond/Riegle biU wbiA NCI 
has identified aa specificalty addressing mattera of accuracy and privacy in 
ooiuumer reports. We think it is evident that industry policy and ioitintives reapond 
vinreualy to most of the coDcems addressed in S. 783. 

NCI supports new legislBtion. The resellers position within the industiy needs to 
be preserved within this legislation in order to protect healthy business competition. 

Will S.7S3 have an Impact on the credit reporting Indusuv if enacted? Ibe an- 
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paaaed on eventually to the consumer. It is quite possible that many credit granton 
win diooae to excluae those who are marginal credit risks from credit oppoitunitiea, 
rather than ded with the new liabilities established by this bill. 

W« anut exMr«M caution to those who would seek to plan additional restrictkins, 
llaMlltiea and burdens upon our industry. Governors or the Federd Reserve Board 
have oipreaaed concerns about the cumulative effect regulations and restrictiona 
have on the viabiU^ of the banking miem and the avdlability of consumer credit. 

Under this bill, the multitude of proolems that face the credit industrv range from 
the question of compliance with credit laws and interpretations in GO States, to the 
imposition of m»or dvH and administrative liability for the hundreds of thousands 
of creditors who nimiah credit data to the credit reporting agencies each month. 

Another totally unexpected result could be that the accuracy of our credit files 
oould be adversely affected. PunuBhers of data might reasonably react to these new 
obKgaUons end liabilitiea by reductna the amount of information provided to credit 
reporting agencies, so as to reduce tneir legal exposure. While tne information in 
the consumer's (Ue would be complete technically, it may be substantively incom- 
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creditworthiness that would benelit the 

ng to identify more predael' . . , . . . __ 

and the cremt reporting industry ia somewhat like aBking the IVeasury 

intent what the impact of a VAT would be on the economy. We know there 
Q be one, but how big or how small, who will benefit or who will suffer, are ques- 
tions which depend on Judgmental decisions and are almost imposaibte to quantify, 
lite oueation of enforcement of State consuroer protection laws which you asked 
me to oiscusB, raises another difficult issue for our industry. NCI supports strict 
eomplianoe wUh the Fdr Credit Reporting Act and we endorse the actions of au> 
thonties to enforce more strictiy the FCRA provisions regarding those who vidate 
by fraud the permissible purposes section or the Act. This is not an endorsement 
of the broader authority for State actions proposed by this biQ. 
We feel that uniformity in Federd credit reporting laws would not preempt the 

Cerogative of State regulators and taw enforcement ofTtcers. In 2D Stat«s there are 
ws of various degree regulating the credit reporting industry. Host of those laws 
are simply the current FCRA provisions in State language. But this means that 
tiiera are 30 States which do not have such laws. Very few of the 20 State credit 
reporting statutes are more comprehensive than the Federd law. While tho various 
State lepdaton are in session, we are seeing new praposds weekly. Somewhere be- 
tween iSo and 200 bills affecting the credit reporting mduatiy have been introduced 
by Stats legislators since the beginning of this year. 

These tulls may be well-intentioned, but what is important is how many of these 
provisions are redundant vis-a-vis Federd taw, and how mai^ of them are different 
enou^ to require additiond forms or actions by reporting agencies or credUa 
granton? llie cost versus the benefit to the consumer is somethmg that I ask you 
and vour cdleagues to wei^. We are dready in compliance with the Federd law 
in all GO States. What we ore concerned about is the cost of difforent levels or forms 
of compliance in 60 States that creates an unreasonable financid burden for lbs 
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cmUt nporting industiy. Also, dilTeTcnt law* create ^ITetent degree* of enforce- 
ment, la the end, the consumer is Dot well served. 

We believe that uniformity is a pro-consumer position. It would reantt in mon 
and atronger enfbroement or the PCRA. NCI together with the industry supporta 
Federal preemption of additional and extraneou* State taw* and believe that the 
fdlura to inchiae preemption in S. 783 is a m^jor llaw in the bill. The Federal FCRA 
and oar newfy adopted credit reporting industry initiatives offer more consumer pro- 
taction mviaiona uian almost any State credit reporting law currently on the booka. 

Oura la an induatw deeply involved in int«rstalo commeree. Numerous provlaiona 
in this bill make reteiences to credit reporting egencies opersting on a nationwide 
basi*. Yet our members are still subjected to having to meet requiremant* on a 
State-Iw-State basis, which adds to the costs of serving the consumer. Any oiw of 
tu In inis room probaUy can pull out leveral credit card* iaeued from dlflbrent 
States. A card issued in BaltiDaore may have a service center in Delaware or an At- 
lanta card iasoer may be serviced in Florida. Credit extension la an Interstate busi- 
ness. "Dim safety andi^soundness of the banking syatem require* unilormity in inlor- 
mation pncesdng. 

A toi^ier FCRA does not become the ceiling for compliance. In numeimia in- 

^li^ polidea sre providing more protection for the consumers' privacy *' — 

lires. We are doing more to ensure the accuracyof our file* and t> 



staneeaTNCI polidea are providing more protection for the consumers' privacy than 

" '~ K requires. We are doing more to ensure the accuracyof our file* and netter 

I and access to consumers than i* required under PCRA. We are not asking 



for a loMening of our responsibilities. We are SBking for consistent treatment nndar 
the law. I think there is agreement among all pBities in the credit industry — credit 
bureauaj credit grantor*, credit data furnishers— that there is a compelling need far 
uniformity. As s consumer, I can say that I would feel better knowing that the lawa 
in Ohio, Kentucky, and Indiana all provide me with the same rights andpntecti<m. 
It is hard enou^ to educate the consumer ss to their ridlits under the FCRA. FU^ 
diflbnnt Stale laws could make thi* task almost impossible. 

llten are numerous other points I could make regarding this issue. We could talk 
■bout the problem* of our mobile society, different standard* for collection or 
reinvMtisauon, the increased costs for monitoring and compliance with a nmltitnde 
ofregulaucma and laws, but when we get to the bottom line, what addition^ benefit 
to ue conaunwr is provided by not having a uniform Federal law? UniJbnnlty wiU 
permit credit bureau* to respond consistently to dispute*, inquiries, reinve^igatlons 
and diadosuras. Tba change* in the past twenty year* in our indu*tiy have alio im- 
pactad our sode^. Consumers today deserve to know that the (Hvcedures we wiU 
follow will be the same wherever the;^ live, shop, travel or seek emplimnent Any 
FCRA reform should contain a provision to bring uniformity to Federal and State 
credit reporting laws. 

Another matter which reappear* with regularity w a propoeal that credit bureaus 
be required to provide annually a free disclosure upon request to consumers wbo 
have not been denied credit, but who wish to review their file. We strong oppoae 
this proposal for several reason*, not the least of which is the dangerous precedent 
•stabliabed by Congress requiring a private business to give away it* product. TIib 
dadaion to provide a "iree' anything is a marketplace oedsion tnat should be left 
up to the management of each ousines*. 

Wo cannot emfdiasize strongly enou^ the negative impact such an edict would 
have on all eiedlt bureau businesses in your State. You are not only aflectjng thne 
multimillion-dollar corporations. NCI is a small, hi^ly automated business. Wa 
have leu than 10 foil time employees. You ere impacting the bottom line of siuaD 
businessmen and women in Hyaimis, Massachusetts, and Ironwood, Hichimn. Nov- 
ertheleaa, even these budnease* are limited to diarging no more than IS Tor a dis- 
dosnre under ACB policy. 

Hie amall busineaaes are pleased to *ee that the bill supported by you and your 
coBaagiMi does not require tnem to give away their product free of charge. NCI pol- 
f^, condstent with tiie law, calls for free disclosure after an adverve action based 
on Information in the consumer report. We go beyond the law in providing for free 
diadosure altor denial and upon request. 

Hie argument that consumers should not have to pay for information about them- 
selves is Invalid. Ilie business expense of collecting, verifying, staring and prtttecting 
ttiia information is kgftimate and quila signidcant. The precedents lor p^ng a fee 
to ivtrieve personal mformation are dearly established by Federal, State and local 
imment entities as well aa private entorprises: motor vehicle records, collags 
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e to access that file. NCI feels that iU pdkieaBrovldo that bal- 

• while protecting the consumer's ability to review the credit information. Again, 
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m applaud the deciiion of the commiUce to exclude the Tree report' pnvteioii and 
um yoti to opjxMe any eflbrt to add this aa an amendment. 

Coniiitent with our oppodtion to a legislBtive mandate that a buaineu give cwiyr 
ita pniduGt, our memben oppose the legislative mandate of pnvidiag tall-free tel»- 
phone aervtce. How, where, and when to provide toll-free acceu to a company 



•houldbe an individual company maiicetplace decision. 

■™. _.._._.._ .Tm ^'jj peferenoes to man^""" 

polky of providing coi _ ._ 

vtaify information in their reports, KCl has lor many jreara offered toll-free numbeis 



llierefinv, NCI opDoaea all referenoes to mandating toll-free numbera in S.78S, 
but consistent with NCrs polky of providing consumen «rith unimpeded acceaa to 



at various stages of the reinvestlgatioD or discktsure p. 

If the coosniner has had the opportunity to review information in the rewnt, It 
is earner to ^leak about the disputed inlormation and attempt to resolve tlie dis- 

Cta. AlscL it IS eaay to imagine the confusba that could result from consumers call- 
[ the toU-bee number Ibr a variety of purposes, none of -whkh related to the pur- 
poM intended in Uiis bill. 

NCI does not support the mandatoty establishment of toll-free number as part of 
the 'oplxiutr provision in Sec. 103. This notidcation process creates a two-step ^s- 
tem miidi is Durdensome for both the credit reporting system and the consumer. 
The notification system that is the most direct and the least likely to result in con- 
fusion or erron Is a written notice from the consumer. The industry suggests that 
ws be allowed to Qnd out v^at is best for the consumer in this regard rather than 
mandate another expense. 

NCI also obfecU to the FTC civil penalt;^ authority granted in Sec. 113. Under 
cuirent law, the FTC haa the authonty to issue consent orders and agreements to 
ensure compliance. For more than 20 years this has been an effective means ofen- 
fwcement as evidenced by the PTC agreements with some of our memben and the 
inconwration of many points from these agreements in several industry policies. 

Cfvil penalty authon^ usually leads to ni^er business costs, but Uttfe additioasl 
benefit to the consunwr. Titu result is much the same, as can be adiieved from use 
of a consent decree. Since coat freauently becomes the determimng factor rather 
than truth, firms wOl pay the penalty rather than litigate. Tlie FTC civil pensl^ 
anthori^ is overidtl and has no measurable benefit in enforcing the FCRA. 



Pteaae comddei* any new le^slation very carefiilly, credit availabilitjr depends m 
consumer credit reporting and the American < 
readily and easily available consumer credit. 



g andthe American economy would sure^r collapse without 
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RESPONSE TO WRITTEN QUESnONS OP SENATOR D>AMATO 
FROM DAVID MEDINE 
Q.I. Mr. Medine,* I would like your expert opinion on a question 
that I have regarding another title of the Consumer Protection Act, 
and that is Tiue 8, commonly known as Fair Debt Collection Prac- 
tices Act. Specifically, my Question pertains to Section 807(11) of 
that Act, which requires collection agencies to provide a notice of 
their debt collection purpose in communications with debtors. 

a. Is it still the FTC stafTs interpretation of the Act that this no- 
tice of purpose should not be required in each communication hy 
the collection agency? 

b. I would like to hear your views on whether the law should re- 
quire that the debt collection proviso only be required in the initial 
written contact with the debtor? 

c The FTC's last two Annual Reports to Congress requested 
Congressional clarification on this issue. Please provide the FTC's 
current position on how the split in the Federal Circuit Courts may 
best be resolved? Does the FTC support not requiring debt-collec- 
tion purpose disclosure in every written and oral communication 
with a debtor? 

A.1. Section 807 of the Act prohibits debt collectors from making 
false or misleading representations in connection with the collec- 
tion of a debt, and sets forth, without limitation, examples of viola- 
tive conduct. Section 807(11) requires a debt collector "to disclose 
clearly in all communications made to collect a debt or to obtain 
information about a consumer, that the debt collector is attempting 
to collect a debt and that any information obtained will be used for 
that purpose." Several courts have interpreted this section literally, 
requiring a collector to include this two-part disclosure in each oni 
and written communication with the indebted consumer, as well as 
with other third parties whom the collector may lawfully contact^ 

The Commission staff disagrees with this interpretation, believ- 
ing that the language of Section 807(11) should oe considered in 
light of its underlying purpose. Section 807 as a whole is intended 
to prevent deception bv the collector in the course of the collection 
process. In its informal staff interpretations, staff has consistently 
argued that, with respect to the consumer, there is little reason to 
require collectors to convey the second part of this disclosure re- 

girding the intended use of any information the collector obtains, 
nee a collector contacts a consumer and discloses that he is seek- 
ing payment of debt, the intended use of any information the collec- 
tor seeks should be apparent to the consumer. In addition, staff be- 
lieves there is little purpose in requiring collectors to reiterate Uie 
first part of the disclosure subsequent to that given in the initial 
contact with the consumer.^ Given that ^e collection process often 
involves many contacts over a period of time, repeated disclosures 
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of the sort this section requires are at best redundant and may 
even be viewed as intimidating by the consumer. 

Wth respect to permissible third party contacts other than those 
made to acouire location information under Section 804, the Com- 
mission stair believes that both parts of the disclosure required by 
Section 807(11) are necessary in the collector's initial communica- 
tion. For example, a collector who properly contacts a debtor's at- 
torney or spouse should, during the initial contact, disclose his 
identity as a collector, the reason for Uie contact, and the intended 
use of any information that the attorney or spouse may choose to 
supply. Cmce again, however, the Commission staff holas the view 
that no purpose is served in requiring; the collector to repeat these 
disclosures in all subsequent communications.* 

Two federal appellate courts have issued conflicting opinions on 
this issue. The Second Circuit Court of Appeals, in affirming a dis* 
trict court opinion, has held that the language of the statute unam- 
biguously requires the notice in 807(11} to be ?iven in all commu- 
nications made to collect a debt.^ However, the Ninth Circuit Court 
of ^peals has taken a different view and has ruled that requiring 
a debt collector to make the affirmative disclosures set out m Sec- 
tion 807(11} in every communication with a debtor ignores congres- 
sional intent and serves no usefiil purpose because the debt collec- 
tion purpose of the communication is clear to the recipient" The 
court also found that continued disclosures could be intimidating to 
the consumer and would impose unnecessaiy restrictions on eAical 
collectors. 

The fact that two federal appellate courts have considered this 
matter and have issued opposing rulings has introduced iincer- 
tainty with industry r^arding the requirements of Section 807(11). 
In the Commission Stan's view, Section 807 of the Act clearly pro- 
hibits all deceptive representations in the debt collection process. 
However, in its present form, Section 807(11) imposes requirements 
that eo beyond the prohibition of false or misleading practices. This 
l^smtion was enacted to protect consumers from unfair or decep- 
tive collection practices ana not to hamper or unnecessarily biu^en 
Intimate collection efforts involving neither unfairness nor decep- 
tion. In the Commission's last two ^nual Reports to Congress pur- 
suant to the Pair Debt Collection Practices Act, this problem was 
hig^li^ted so that Congress could make any modification, if 
deemed necessary, regarding the appropriate nature and timing of 
disclosures to consumers under Section 807(11). The Commission 
staffs position has not changed. 

Q^. Mr. Medine, the Associated Credit Bureaus announced last 
week that it made a Freedom of Information Act request for all 
consumer complaints regarding credit bureaus for the first quarter 
of 1992. According to the ACB, this request yielded S78 complaints 
for this time period. This is a rate weU below the 10,000 per year 
pace reported in recent years. 

a. Can you comment on the numbers offered by the ACB? 

b. Could you explain how the FTC compiles these numbers? 

* Howa*ar, it might be aigued that they could be of MMne value when proper, but infre qu e n t, 
third party oontaeta mv mada. 
'Pipita 0. Cndll Bimau ofLockpori, gupra. 
•i^VMlQi tt Ovribil Crnfil imd^ZlMtion &nilot. /nc, TSO F.2d 922 (Qth Ctr. IQM^ 
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c Do you believe that this figure reflects improved operations by 
the credit bureaus? 

A^ On a number of occasions, the Commission has been asked by 
CMieressional Committees to compile information concerning the 
number of written and oral consumer complaints and inouiriet 
fi^>m consumers concerning credit bureaus and the Fair Creoit Re- 
porting Act (FCRA). This information has been provided in Com- 
mission testimony on proposed amendments to the FCRA. llie 
Commission compiles this information primarily by obtaining a 
printout flrom its computer of the number of complaints and inquir- 
les which were coded as being FCRA related. Wnen letters are re- 
ceived at the Commission, they are regularly coded and that code 
is entered into the computer. 

In its prior testimony,^ the Commission has reported that ap- 
proximately 8,700 FCRA-related consumer complaints and inquir- 
ies concerning credit bureaus and the FCRA were received in cal- 
endar year 1990. (This figure does not capture telephone calls to 
the Commission's re^onal offices.) This represented an increase cf 
about 3,000 over the number received in 1989, or an increase of 
about fifty percent in a single year. Based on preliminary figures, 
it appeared that calendar year 1991 reflected another, somewhat 
smaller, increase in FCRA-related correspondence. By the end of 
the 1991 fiscal year, for example, the Commission nad received 
1,200 more written complaints than it had received in calendar 
year 1990, and it appeared that telephone complaints had in- 
creased somewhat as well. However, while consumer complaints 
and inquiries about FCRA issues exceed those from any other area, 
we do not know whether this increase in complaints is solely attrib- 
utable to an increase in inaccuracies or whether it reflects oUier 
factors, such as heightened consumer awareness. Likewise, a de- 
crease in the figures would not necessarily translate into improved 
performance by the credit reporting industry. 

On April 13, 1992 the Associated Credit Bureaus, Inc. (AGE), 
the credit bureau industry's trade organization, filed a Freedom of 
Information Act (FOI^ reauest with the Commission seeking cop- 
ies of all complaints regarding credit bureaus flled with the Com- 
mission during the first three months of 1992. They requested that 
these be compiled using the same methodology used by the Com- 
mission in calculating the complaint and inquiry figures referenced 
above. A number of months later, the Commissioivs FOIA Branch 
produced the documents responsive to this request to ACB. While 
copies of letters with attachments were not stapled tc^ether, ACB 
attempted to reassemble the individual letters with attachments 
and, on that basis, believes that there were a total of 578 letters 

f induced. ACB's analysis of these suggested that 205 were unre- 
ated to credit bureaus or the FCRA, leaving 373 letters. If extrapo- 
lated, based on ACB's figures this would result in an annual rate 
of 1,492 letters (or 2,312 if the 578 figure is used). ACB never con- 
tacted Commission staff for an explanation of this apparent 85 per- 
cent decline in consumer complaints and inquiries (wnich, as not»d 
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above, followed several years of constantly increasing numbers of 
complaints). ACB informed Commission staff of its findings one 
business day before releasing its results to the public and the 
press. 

After receiving the results of ACB's study, Commission staff has 
engaged in an mquiiy to determine whether the ACB figures are 
accurate. Unfortunately, we have learned that a number of inad- 
vertent errors occurred in compiling the response to ACB's FOIA 
request. Based on the Commission's computer records,^ the number 
of consumer complaints and inquiries received in fiscal year 1992 
(extrapolating from the first quarter 1992 figures) is approximately 
8,000. This would not include hundreds of telephone calls received 
from consumers nor would it include hundreds of Congressional re- 
ferrals of consumer inquiries (both of which were included in the 
Commission's figures reported to Congress in the past). After inves* 
tigatin^ the disparity in the figures, ACB has been notified bv the 
Commission of the correct figures and the problems whicn oc- 
curred. 

The Commission's staff regrets that a number of errors occurred 
in compiling ACB's FOIA request. Our records suggest that 2,042 
letters should have been produced. Our files suggest that ACB 
may, in fact, have received more than 578 letters, though because 
individual letters were not stapled and names were blocked out, 
ACB may legitimately have thought it was receiving fewer letters. 

While the Commission uses its consumer complaint files as one 
of many tools for case generation and investigation, a case would 
never be brought by the Commission without additional evidence 
that there was reason to believe that a company was engaged in 
law violations. Likewise, our legislative proposals are based on 
what we have learned about the industry from our numerous inves- 
ti^tions and law enforcement actions in this area. 

1 appreciate the opportunity to respond to these questions. Please 
feel free to contact me if you have any additional questions. 

RESPONSE TO WRITTEN QUESTIONS OF SENATOR D>AMATO 
FROM J. JOSEPH CURRAN, JR. 

Q.I. Attorney General Curran, would this legislation be improved 
if it clearly stated that "credit scores" should De considered part of 
a consumer's file information for the purposes of the Fair Credit 
Reporting Act? 

A.1. Yes. There are two types of credit scores, past and present. 
These credit scores are created by the credit reporting agencies, 
based on analysis of data in the consumer's file. I believe that 
under current law, past credit scores, that is scores that reflect a 
consumer's score at a given time in the past when a credit grantor 
requested the credit information, is part of the consumer's nle and 
that the Fair Credit Reporting Act, therefore, requires their disclo- 
sure. Disclosure of past scores will inform the consumer of how he 
or ^e was viewed by credit grantors who accessed the consumer's 
file. 
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This legislation would be improved if it clearly stated that the 
present score is also a part of the consumer's file. Disclosure of the 

E resent score is important because it will inform Uie consiuner of 
is or her current rating based on information in the report at the 
time of the request. The current score will be particularly relevant 
in determining how future credit applications may be evaluated hy 
a credit grantor and may highlight the need for the consumer to 
review closely the information upon which the score was based. 

RESPONSE TO WBTTTEN QUESmONS OP SENATOR RIE(H£ 
FROM BARRY CONNELLY 

Thank you for the opportunity to respond to the foltow-up ques- 
tions you submitted to Associated Credit Bureaus (ACB) for inclu- 
sion in the record of the hearing on S. 783, the Consumer Reporting 
Reform Act of 1993. 

Each of the questions specifically identified activities of two ACB 
member companies, Equifax and TRW. We shared the questions 
with representatives from each company and asked that they pro- 
vide ACB with an appropriate response. Except where noted in 
question No. 1, the response represents information fVom the mem- 
ber company. If we can be of any further assistance, please do not 
hesitate to ask. 

Q.I. Voluntary Steps by TRW, Inc.— I understand that TRW al- 
ready offers a free report to consumers on an annual basis. I am 
interested in how this policy is working. 
Q.1A. Has TRW seen a big surge in credit report requests? 
A.1^ Please keep in mind that TRW decided to introduce volun- 
tarily the complimentary report as a part of a broad-ranging, 
consumer-oriented education policy. One of fhe objectives was to 
provide a too) for the consumer to use in the planning of mEUor 
credit purchases, such as a home. 

TRW considers the data about this program to be proprietary. 
However, total disclosures rose by 50 percent over previous levels. 
When first introduced, there was a three- to four-month spike in 
requests created by unusual attention from the various forms of 
puhlic news media. That volume has now become steady. TRW 
views the additional costs, while substantial, as an investment in 
its overall consumer education strategy. TRW believes that it 
should remain voluntary and not mandated by law. 
Q.12. Has TRW advertised the availability of free reports? 
A.13. Paid advertising is not used as a part of the overall TRW 
consumer education strategy, but many other avenues of publiciz- 
ing the complimentary credit report halve been utilized. Prior to in- 
troduction, news releases describing the '^ow to" process to get 
your report, along with the consumer information necessary for 
identification, were distributed. The press release was widely uti- 
lized, and this was augmented by publicity from speedies to 
consumer groups and other communications. 

Today, TRW continues to work with various consumer croups, 
credit unions, etc., that publicize the consumer service. Addition- 
ally, consumers who call TRWs consumer report disclosure number 
are notified of the complimentary report program and the proce- 
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dure* to api>1y for that report. Recent press releases, concerning 
tiie new "plain English" consunier report, included information con- 
cerning the availabihty of the complimentary report. 
A.1. Additional Information from ACB. — ACB members in two 
small states (Vermont and Maryland) have experienced a signifi- 
cant increase in the number of consumer disclosures as a result of 
the law in those states requiring the credit bureaus to give a fVee 
report, once annually, upon written request. These are small, inde- 
pendently owned credit bureaus, not the three giant nationwide 
companies. In Maiyland a four-person office found the volume of 
requests for free disclosure and the subsequent time spent on 
reinvestigations so overwhelming that it was necessary to hire an 
additional person. 

The Committee's interest in the business cost of providing free 
report disclosure should not be limited to the experience of Mie 
large company that views the pr(^am as part of its consumer edu- 
cation investment, but should also inquire of the impact such a pro- 
vision would have on the smaller, independent credit bureaus in 
each Senator's state. 

Ilie Credit Bureau of Winston-Salem, North Carolina, estimated 
last year that if every consumer in its file exercised a right to a 
free credit report disclosure, it would cost that merchant-ovmed 
credit bureau $3.5 million per year. While we readily admit that 
it is unrealistic to expect all consumers to request a free report, it 
IS clear, however, that any percentage of increase would add sig- 
nificant costs to this locally owned business. 

This is not an issue that only affects TRW, Equifax and Trans 
Union. It would prove to be a financial hardship on smaller private 
credit bureaus in Kingston, New York, or Flint, Michigan, or any 
other community. 

Q^. Investigative Reports.— Under the Fair Credit Reportine Act, 
credit bureaus can compile "investigative consumer reports con- 
taining subjective information, such as reputation or lifes^le. Delta 
Airlines recently hired Equifeix to prepare such reports on 7,000 
Pan Am employees. The questions violated NY State law and re- 
sulted in a suit filed by the NY Attorney General. 
Q.2^ Does existing federal law adequately protect consumers 
against invasions of privacy involving investigative reports? 
Q^3, Do consumers have adequate access to these reports to en- 
able them to dispute such subjective information? 
AJ2. The preamble to the questions contains several errors. There 
was a concern by the State of New York Attomej; General's office 
that several of the questions asked by Equifax might violate New 
York State and/or New York City human rights statutes. Hovraver, 
such a determination was never made, and there was never a law- 
suit filed. There was an assurance agreement between Equifax and 
the Office of Attom^ General that those certain questions would 
not be asked in the fiiture. 

In our opinion, the answer to both questions is, "Yes." The cur- 
rent FCRA provisions relating to permissible purposes, disclosure, 
procedures in case of disputed accuracy, restrictions on the use of 
public record information for employment purposes, restrictions on 
invest^ative consumer reports and other provisions combine to 
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provide consumers with strong privacy protections. Additional pro- 
tection is provided under Section 606, which in business practice 
results in a clear pre-notiHcation to a consumer that an investiga- 
tive consumer report, including information as to character, general 
reputation, personal characteristics, and mode of living . . . may be 
made along with a statement informing the consumer of his n^t 
to request disclosure. These rights are in addition to the regular 
ri^ts consumers have for disclosure end dispute resolution under 
Sections 609, 610, and 611, which apply to all consumer reports, 
providing access to report information and the abili^ to dispute 
and correct inaccurate subjective or objective information. 
Q^. Investigative Reports. — The New York Attorney General is ad- 
vocating state legislation to prohibit consumer reporting agencies 
from making inquiries in preparation of an investigative report 
which, if made by an employer, would constitute an unlawful dis- 
criminatory practice under the state's anti-discrimination laws. Ii 
such a measure warranted at the federal level? Why, or why not? 
A^. At the time of the agreement, Equifax implemented a stand- 
ard information practice uiat they would not prepare an investiga- 
tive report for employment purposes if the employer would not oth- 
erwise be permitted to prepare such a report for an applicant. 

However, in considering whether a federal (or state) legal meas- 
ure is warranted, we would recommend that consideration be given 
to a number of issues, including the following: 

• Would the requirement apply to situations where the consumer 
is a prospective employee only, or also to situations where em- 
ployers are considering existing employees for promotion, reas- 
signment or retention? 

• Would other persons than consumer reporting agencies (such as 
private investigators or temporary agencies) be similarly re- 
stricted? 

• Would the requirement provide flexibility for employers and ven- 
dors to make exceptions to generally prohibited questions when 
bona fide occupational qualification exceptions exist under Title 
VII and federal labor laws? 

• Would the law provide flexibility for questions designed to accom- 
modate the disabled, to assist in child support and to attain the 
objectives of affirmative action and diversity programs? 

• Would such a requirement provide exceptions for regulations of 
federal agencies (such as DOT, Defense, FAA, NRC), requiring 
special questions to be asked by employers or contractors in the 
interest of public safety or national security? 

The answers to these and oiher questions will be important in 
determining whether such a measure is warranted. In general, we 
believe that employers recognize their responsibility for complying 
with labor laws pertaining to privacy — while at the same time rec- 
ognize the need to take necessary measures to avoid l^al expense 
for n^ligent hire or danger to the safety and well-bemg of their 
work force or the public. Any changes to existing law should care- 
fully consider whether companies can continue to successfully and 
l^ally maintain this balance. 
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Mr. Chairman, we hope these answers have been responsive to 
jrour inquiry, and once again, we appreciate the opportunity to par- 
ticipate. 

RESPONSE TO WRITTEN QUESTIONS OF SENATOR RIEGLB 
FROM ROBERT D. HUNTER 
Q.I. Consumers complain that some creditors fail to notify the 
credit bureaus when they realize or should realize that the infor- 
mation they provide to the credit bureau is wrong. What proce- 
dures are currently in place to make sure that such mistakes are 
corrected? 

A.1. The Fair Credit Reporting Act ("FCRA") currently requires 
that a credit bureau must reinvestigate when a consumer contacts 
the credit bureau and disputes the accuracy of information in the 
consumer's file. Pursuant to the reinvestigation obligations set 
forth in the FCRA, the credit bureau must check with tne creditor 
that originally supplied the disputed information and must inform 
the crecutor of the nature of the consumer's dispute. If the disputed 
information cannot be verified promptly by the creditor, the infor- 
mation is deleted fVom the credit bureau's files. 

The FCRA reinvestigation requirements have been enhanced by 
the consent agreements recently entered into by the three major 
credit bureaus with a number of State Attorneys General and the 
Federal Trade Commission. In particular, the credit bureaus now 
are required to adopt even more extensive procedures for correcting 
information disputed by a consumer, including providing to the 
consumer an updated version of the consumer's credit report after 
the reinvestigation has been completed. This ensures Aat the 
consumer is able to determine whether the disputed information 
has been corrected to his or her satisfaction. 

Moreover, it is important to note that in providing information 
to credit bureaus, creditors normally report the status of each loan 
or account as it appears in their own records. Because this same 
information is essential for the creditor's collection activities and 
its other internal purposes, such as addressing customer inquiries 
and providing reports to regulatory agencies, creditors must main- 
tain accurate records for their own needs. As a result, the proce- 
dures in place to provide for the accuracy of a creditor's own 
records have the added benefit of protecting the accuracy of the in- 
formation furnished to credit bureaus from those records. 

In addition, the Truth-in-Lending Act provides protection to con- 
sumers against inaccurate records. When a creditor is notified }sy 
a consumer that information reflected on the consumer's monthly 
billing statement for an open-end credit account is incorrect, the 
Truth-in-Lending Act requires the creditor to investigate the con- 
sumer's claim and. if necessary, to correct the information. Also, 
until the consumers claim is resolved, the creditor may not report 
to a credit bureau or any other third party that the consumer's ac- 
count is delinquent as a result of the consumer's refusal to pay a 
disputed portion of the outstanding balance on the credit account. 
Q^. How well does the bill address privacy concerns that have 
been raised concerning credit reports? 



JyCOC^IC 



186 

A.2. Privacv concerns regarding credit reports already are ade- 
quately addressed under existing provisions of the FCRA. Under 
section 604 of the FCRA, credit bureaus may not furnish a credit 
report to anyone unless the recipient of the report has one of the 
*^nnissibte purposes" enumerated in the statute. This provision is 
intended to ensure tiiat the privacy rights of consumers mth re- 
spect to credit reports are protected by permitting access to credit 
report files only in certain limited circumstances. 

In addition, section 607 of the FCRA requires credit bureaus to 
establish procedures to ensure compliance with the permissible 
purposes restrictions. Specifically, credit bureaus must require pro- 
spective users of credit reports to certifV the purposes for which the 
reports are requested and to certify that the information will be 
used only for permissible purposes. In addition, section 607 pro- 
hibits a credit bureau from furnishing a credit report to any person 
if the bureau has reasonable grounds for believing that the report 
will be used for a purpose other than a permissible purpose. 

Under section 620 of the FCRA, any officer or employee of a cred- 
it bureau who knowingly and willfully provides information fVom 
the credit bureau's files to a person who is not authorized to re- 
ceive it, is subject to criminal penalties. Specifically, a person that 
commits sudi a violation ma^ be fined up to $5,000 and/or impris- 
oned up to one year. In addition, under section 619 of the FCRA, 
the person obt^ning the information also may be fined up to 
$5,000 and/or imprisoned up to one year if the information was ob- 
tained knowingly and willfully under false pretenses. 

In addition to criminal penalties, the FCRA provides that a cred- 
it bureau that fails to comply with the restrictions of the FCRA will 
be liable for actual damages sustained by a consumer as a result 
of the failure, attome/s fees and court costs, and, in the case of 
willful violations, such punitive damages as the court may allow. 
Moreover, courts have held that a person who improperly ol^ains 
a credit report also may be subject to civil liability. 

These provisions are adequate to address instances where a con- 
sumer's privacy is infringed upon by unauthorized access to the 
consumers credit report maintained by a credit bureau. 
Q^. The bill strengthens current law by prohibiting employers 
m>m accessing their employee's credit report without obtaining 
their general consent. I^e House version of this legislation would 
require specific consent each time an employer wants to look at a 
report. Which provision makes more sense and why? 
AJI. The general consent required by S.783 is far more amiropriate 
than the specific consent which would be required under H.R. 1016. 
H.R. 1015 would require that, before obtaining a credit report on 
an employee, an employer must provide the employee a separate 
written tusclosure indicating that a report ma^ be obtained and 
must obtain the employee's written authorization. This approach 
simply is unworkable in many instances. For example, many em- 
pl^ers obtain consumer reports on current employees who are 
being considered, but have not applied, for promotions or other em- 
ployment changes. Similarly, employers may obtain credit reports 
on employees suspected of fraudulent or other criminal activity. It 
simply is not practicable to provide advance notice to, and omain 
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specific consent from, employees in these contexts. Consequently, 
H.R. 1016 would, as a practical matter, eliininate or signUicantly 
curtail the use of consumer reports for these legitimate employ- 
ment purposes. 

The corresponding provision of S. 783 provides for a more bal- 
anced approach which would ensure that employees are notified of 
an employer's practice of obtaining credit reports for employment 
purposes without unduly restricting the ability of employers to use 
creffit reports for legitimate employment purposes. As a result, the 
approach taken in S. 783 is far more appropriate than that taken 
in H.a lOIS. 

RESPONSE TO WRTTTEN QUESTION S OF S ENATOR RIEGLE 
FROM MICHAEL ALTIER 

This is in response to Chairman Donald W. Riegle's letter to Mi- 
chael Altier, General Counsel of the National Retail Federation, 
dated June 7, 1993, submitting three questions for response by 
NRF*s witness at the recent hearings on S. 783. 
Q.1. Credit Provider Procedures. — Consumers complain that some 
creditors fail to notify the credit bureaus when they realize or 
should realize that the information they provide to the credit bu- 
reau is wrong. What procedures are currently in place to make 
sure that such mistakes are corrected? 

A.1. Creditors have established procedures to notify credit bureaus 
when there is reason to believe that the information they provide 
to credit bureaus is inaccurate or the information is deemed to be 
correct by the creditor but is disputed by the consumer. This is re- 
quired by existing federal law for all open-end creditors. Specifi- 
cally, Regulation Z, which implements the Truth-in-Lending Act, 
provides Uiat if a consumer withholds payment on a credit card ac- 
count because of a dispute over the quality of goods or services pur- 
chased with a credit card, the card issuer is prohibited from report- 
ing the account as delinquent until the dispute is settled or judg- 
ment is rendered. 12 C.F.R. S226.12(cX2}. 

In addition to disputes over the quality of goods or services, the 
same rule applies to any dispute over an amount shown on the cus- 
tomer's bill. That is, a creditor or its agent is prohibited from mak- 
ing or threatening to make an adverse report to any person about 
the consumer's credit standing, or report that an amount is delin- 

auent, because the consumer tailed to pay any amount disputed )m 
ie consumer pursuant to the Pair Credit Billing Act. 12 C.F.R. 
S^6.13(dX2). If a consumer disputes any information on his or her 
billing statement, federal law requires that the creditor acknowl- 
edge the dispute within 30 days and conduct a reasonable inves- 
tigation within two billing cycles. If there has been a billing error, 
the creditor must credit the consumer's account with any lusputea 
amount and any related finance charges and mail a correction no- 
tice to the consumer. Id. }226.13(e}. After resolving the inquiry, 
the creditor may not report the amount as delinquent if the 
amount remains unpaid and tiie creditor receives further notice 
from the consumer that any portion of the amount is still in dis- 
pute. 
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Hub is only a brief summary of the extensive procedures man- 
dated for all open-end creditors under federal law. All information 
that such creators ftimish to credit bureaus has been sut^ect to 
these billine resolution dispute procedures since 1974. 

Another federal law, the Equal Credit Opportunity Act, also im- 
poses <^lifntions on creditors tiiat iumish information to credit bu- 
reaus. Unaer the ECOA's Regulation B, a creditor must designate 
any new account to reflect the participation of both spouses, if ap- 
plicable, and the creditor must mmish tJie information in a manner 
that will enable the credit bureau to provide access to the informa- 
tion in the name of each spouse. 12 C.F.R. §202.10 (a) and (b). 

In the event that a consumer disputes account history informa- 
tion for the iirst time when it appears in the credit bureau file, the 
consiuner has the right under a third federal law, the Pair Credit 
Reporting Act, to have the credit bureau delete it if it cannot be 
promptly reverified by the creditor (FCRA § 611). 

Thus, under current law, if a consumer contacts the creditor and 
disputes the quality of goods or services or disputes any amount 
shown on his or her bill, the creditor must investigate that dispute 
and either correct the information or, if the creditor's investigation 
does not resolve the dispute to the customer's satisfaction, the cred- 
itor must report the information as disputed. If the information is 
reported to the credit bureau and then disputed, the information 
must be reinvestigated by the credit bureau. The credit bureau 
must promptly contact the creditor and, if the information is found 
to be inaccurate or it is not verified by the creditor, the credit bu- 
reau must delete it from the consumers file (FCRA § 611(a)). If the 
reinvestigation does not resolve the dispute, t^e consumer has the 
ri^t to nle his or her own statement setting forth the consumer's 
version of the dispute and that statement or a summary of it must 
accompany any future credit report that contains the disputed in- 
formation (FCRA § 611(c)). 

In addition to the above procedures that are mandated hy federal 
law at present, many merchants have voluntarily adopted proce- 
dures to improve their accounts receivable tape information sys- 
tems and to augment their billing tapes with additional informa- 
tion, such as historical payment pattern data, to assist the credit 
bureaus in meeting their legal obligations. Credit grantors are re- 
doubling their efforts to help credit bureaus match informaUon to 
the proper credit bureau file by increasingly reporting social secu- 
rity numbers, change of address and change of account number in- 
dicators on their accounts receivable tapes. To assist the bureaus 
in resolving disputes, credit grantors are improving the response 
time for consumer disputes that are communicated to the credit 
grantor hy the credit bureau. Timely and thorough responses are 
an important part of the consumer reporting industry's multi-fa6> 
eted commitment to improve accuracy and maintain the integrity 
of credit bureau files. 

Many credit grantors have developed an automated credit update 
process to improve their responses to customer inquiries received 
directly from consumers. This, coupled with the new automated 
consumer dispute verifications received from credit bureaus, will 
dramatically improve both response time and the effectiveness of 
tiie response. Also, when an inquiry is investigated, the results are 
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now normally reported to all three credit bureau networks, and a 
confirmation letter is sent to the consumer. 

While we cannot say that every credit grantor responds to its 
customers' inquiries in an identical fashion, the above procedures 
have been widely adopted b>; credit ^prantors to comply with exist- 
ing law, as well as when an inquiry is directed to the creditor, and 
to assist credit bureaus in providing a timely and meaningful re- 
sponse to a customer's inquiry when it is directed to a credit bu- 
reau. 

Q^. Privacy. — How well does the bill address privacy concerns that 
have been raised concerning credit reports? 

AJE. We believe that the bill protects consumers' legitimate privacy 
concerns. More importantly, the privacy of consumer reporting 
agency files is assured under existing law, because consumer re- 

Eorts may not be obtained unless the recipient has a legitimate 
usiness need for the information and the recipient first certifies 
that fact to the credit bureau (FCRA fi 604(3}, § 607(a)). Thm, 
whether the issue is fiimishine information by a consumer report- 
ing agency that is identifiable with a particular consumer, or 
prescreening credit bureau files, we believe that existing law satis- 
tactorily addresses consumers' privacy concerns. 

Since certain individuals who purport to speak for consumers 
have asserted that an invasion of privacy occurs when prescreening 
takes place, we wish to comment specifically on uiat subject 
Whether the purpose of the prescreening is to offer a credit card 
or to offer to sell goods or services, no person receives the consum- 
er's file as part of the prescreening process. Only a computer-to- 
computer match of characteristics supplied by the creditor/seller 
takes place. No "inquiry" shows up on the consumer's file as the 
result of it having been prescreened, and a different creditor cannot 
know that the consumer's file has been prescreened when making 
its creditgranting decision. The consumer will, however, learn who 
prescreened the nle should the consumer seek access to the file. No 
credit bureau file is furnished back to the creditor or is given to 
other third parties as a result of the file being prescreened. 

All that results from prescreening is that consumers who do not 
qualify for the offer have had their files scanned by a computer and 
tnose consumers, whose identity is unknown to the creditor, do not 
get the unsolicited offer. Those consumers have not had tjieir pri- 
vacy invaded, in the sense that information about them has been 
furnished to a third party, and their only loss is that they do not 
get an unsolicited opportunity to receive credit or purchase goods 
or services. They are, of course, always free to apply for the credit 
plan of their choice and in so doing, as a rule, their full credit bu- 
reau file will be reviewed. "Fhose consumers who do qualify for the 
prescreened offer merely receive a solicitation that they are free to 
accept or ignore. 

Prescreening permits creditors and direct marketers to save costs 
by targeting oners to those consumers who will qualify and also 
those consumers who are more likely to desire to receive such a so- 
licitation. Indeed, a prohibition against prescreening for direct mar- 
keting purposes (proposed in one House bill) would not reduce the 
volume of unsolicited mail. To the contrary, it would increase such 
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mail because direct marketers would be forced to mail to a la'Sei' 
base of consumers rather than the current practice of mailing ofiers 
selectively. Prescreened solicitations can result in a much nigher 
response rate than that which results from a general direct mail 
promotion, which often is less than one percent. Thus, prescreening 
effectivelv reduces the volume of unsolicited mail. 

From Hie consumer's perspective, restrictions on prescreening are 
not needed to protect tneir privacy. For those consumers who do 
not wish to have their files scanned by a creditor or by a direct 
marketer, they have the opportunity *"^^2, °^ op'inB out of the 
process by contacting the credit bureaus. That is all the privacy 
protection consumers need. 

While we do not see the need to amend the FCRA, if Congress 
should enact a law on this subject, we endorse S. 783's inclusion of 
direct marketing as a permissible purpose of prescreening, we do 
note that the bUl's limitation that only the consumei^s name and 
address may be furnished for direct marketing purposes is unneces- 
sarily restrictive. The absence of a telephone number would effec- 
tivelv preclude telemarketing efforts. The absence of certain demo- 
graphic information would also hamper segmentation that is essen- 
tial in direct marketing efforts. There is no invasion of privacy or 
consumer abuse that warrants a different rule when prescreening 
to solicit for creddt and when prescreening to solicit tne purchase 
of goods and services. In both cases, the only restrictions should be 
that a firm ofTer must be made and that the information furnished 
pertaining to a consumer not identify any particular creditor or 
other busmess. 

S,3. Privacy. — ^The bill strengthens current law by prohibiting em- 
oyers from accessing their employees' credit reports without ob- 
taining their genera/ consent. The House version of this legislation 
would require specific consent each time an employer wants to look 
at a report. Which provision makes more sense and why? 
A^. We believe that the approach to this subject found in S. 783 
is by far more appropriate. We also note that authorization to ob- 
tain a consumer report after obtaining the employee's general con- 
sent is found in one of the two principal House bills, H.R. 619, 
which is based upon H.R. 3596, the bill approved by the House 
Banking Committee in 1992. As you point out, the other House bill, 
H.R 1015, would require that the consumer's authorization be ob- 
tained each time in a separate document. 

We believe that current law is effective to protect the rights of 
prospective and current employees. However, if additional legisla- 
tion is deemed necessary, a provision mandating general consent to 
obtain reports on current employees should be adopted because it 
is the more balanced and practical approach. 

To require employers to obtain separate consent by the employee 
each time before a report could be requested would greatly hamper 
an employer's operations, it would substantially delay the person- 
nel management process, and it would have a chilling effect on this 
type of legitimate inquiry. Moreover, obtaining separate consent 
could engender needless concern on the part of an existing em- 
ployee because in most instances no adverse action will result from 
the employei^s inquiiy. If legislation is deemed necessary, the pro- 
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posed requirement that an ^cisting employee be given the oppor- 
tunity to see the consumer report and dispute any adverse informa- 
tion in it before any adverse action is taxen by the employer pro- 
vides full protection to the employee from a potentially unfair deci- 
sion that is based on information in a consumer report. 

In sum, the requirement that separate specific consent be ob- 
tained eadi time that a report for emplc^ment purposes is obtained 
would be burdensome for employers and unnecessary for existing 
employees in view of the bill's provision prohibiting adverse action 
being taken until after the employee has had the opportunity to re- 
spond to any derogatoiy information in a consumer report. 

1 hope that the above answers are fully responsive to Chairman 
Rieele 8 questions. If there are any additional questions, or if we 
can De of further assistance, please let us know. 
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COMMENTS OF DEAN WITTER, DISCOVER A CO. 

Dean Witter, Discover & Co. appreciatea the opportunity ta 
"Rie CooBumer Reporting Reform Act of 1993.' 

'niia legislation u of vital imoortancc to Dean Witter, Discover, & Co. becanM of 
our extensive involvement in the granting of consumer credit, especially throudi 
credit card lending. The Discover Card, our principal consumer credit product, is 
held b^ neariy 40 million conaumera throughout the United States. We also ai« a 
laise issuer of "private label" credit cards Tor other companies. Because consuoMr 
credit reports are an important source of the data we use in determining whether 
to extend credit. Dean Witter, Discover & Co. haa become one of the lai^st usen 
of consumer credit reports, as well as a large furnisher of information abont 



consumer cndit account usage to consumer reporting agencies. Legialation that may 
nilect the accuragr or cam[>letenesi of this information, or that aflects the duties of 
tjiose who fiimish information to credit bureaus, is of great conoem to lu. 

S.783 contains many mnvisiona beneficial to conaumera. (A summary of these ii 
attadied.) Hie bill significantly strengthens existing provisions of the Fair Credit 
Reporting Act relating ta the accuracy, completeness and priva^ of informatioa 
about consumers in the files of consumer reporting agencies. It ados new consumer 
piotectiana in areas not currently addrcaaed oy the FCRA, such as ciedit 
prescreening and the use of credit bureau information for mariieting punxMes. At 
the same time, the bill generally recognizes Ihe needs of credit grantors for under- 
standable standards that are compatible with existing systems and procedures. Un<' 
fortunately, the lull contains several features that we feel must be uiangBd: the ab- 
sence of a State law preemption provision, overlv-broed crodltor liability Language, 
and unworicable State enfotcement procedures. We hope that changes will be mMe 
in these provisions so, as in past years, we will be able to support Uiis le^lation 
and work for its enactment. 

Congressional testimony on consumer credit reporting and media coverage of this 
issue cdlen focuses, understandably, on credit reporting errors and the negative con- 
aeqiieoces to individual consumers that can result if errors are not conrected. It is 
sometimes easy to lose d^t of the fact that consumers are truly liie beneffdariea, 
not the victims, of the consumer credit reporting system that now exista. lUa sys- 
tem permits credit applications to be evaluated and approved in minutes or swnmli. 
not weeks or months, thereby increasing consumer convenience and access to credit. 
It aOows ^plicants credit worthineaa to be evaluated on the basis of objective 
facta — the individual conaumei'a ^revioua credit experience — rather than on as- 
Bumptions or subjective determinations about the individual's likely performaoce u 
a credit customer. And because it teduoea the coat of offering conaumer credit (e.g. 
by TwnVing it unnecosssiy to obtain references from employers or other creditors 
that have dealt with the conaumer), the credit reporting system fadlitates the provi- 
ainn of credit at more favorable terms. 

liie benefits to conaumera of readily- 

mind as proposed amendments to the ri __„ 

is as important a goal as addressing the accuracy and privacy of conaumer credit 
information. As previously stated, several of the provisions of S.783 mi^it jeopard- 
iie this objective, and should be amended or deleted from the bill. 
Duties of FuRiialien of Information 

Among the other requirements whidi S. 783 imposes on furnishers of iofbrniatliai 
b> coDSumer reporUng agencies is the obligation to refrain from (umlshiog informa- 
tion that Ihe person ntoows or should know" is incomplete or inaccurate (Section 
lll(aX2)). nils language mi^t apoear to be of little consequence, but in fact it 
makes a fundamental change in the scope of the Fair Credit Reporting Act It 
would, lor the first time make credit grantors liable under the statute for Mfctng 
errors, even unintentkmal and unknowing ones, when reporting informatk>& to 
eoDSuroer reporting agencies. We believe that the ultimate eifect or this change will 
be to make crmlit reports less, not more, complete and reliable. Sudt a result would 
benefit nmther consumers nor credit grantors. 

While the purpose of thia proviaion may be to impoae liability only for intentional 
or negligent errors, its impact is profound because no standard is provided as to 
when mdit grantors "should know that they have reported inaccurate informatioa 
to a credit reporting agency. Moreover, the bill empowers Federal atul State olUdala 
to ioterprrt Uiis sUndard and to enforce it in Federal or local courts across the 
oountiy. lUs, potentially, can result in a multiplicity of different — and InconsiBt- 
ent— interpretations of credit grantors' duty to avoid reporting Information they 
"should know" is inaccurate or incomplete. For example, one interpretation ml^t 
be that a credit grantor "should know" that a reporting error has occurred whenever 



JyGOO'^IC 



has diaputod a credit card bill. Another interpr^ation mi^t be that a 
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triggCTS this kmwledae and the comspondin^ duty to wairh for emn and delete 
Otun from coDBUnMr nles. Still another readuig of the requirement mi^t be that 
credit grantora "ihonld know" that errors ndsht occur if they fail to implement ■TM' 
ifled procedures to detect mistakes (file sampling, inside audits, independent audits, 
Cite.), and that the failure to utilize such procedures triggers liability under this 
standard. 

Similarly, conllicting interpretations might arise concerning the reporting of In- 
complete or inaccurate^ infonnation. Does this term cover immaterial errors (an in- 
correct date for an opening or closing of an account, for examole), or is it limited 
to materia] errora of the kind that might motivate another creoitor to denv credit? 
Given the millions of credit transactions that are reported each month b^ laige 
creditors, the scope of creditors' potential liability is important. S.783 authorizes the 
meaning of this term to be developed in multiple Jurisdictions at the urging of mul- 
tiple eiuorcement authorities, s procedure unlikely to result in the clarity that is 
reauired. 

Aa these examples illustrate, the imposition of liability for reporting errora and 
the authorization of multiple enforcers for an uncertain standard will lead to confii- 
idon as to credit grantora* obligations — and potential liability — under the PCRA. 
lUs will lead some credit grantors to reevaluate the amount or the kind of informa- 
tion th^ report to credit bureaus. Paced with potential liability, some creditors may 
nport information less frequently. Others mav reduce the type of information they 
report (e.g. reporting charged-olT accounts ooly, rather than reporting on monthly 
payment activity). And there may be some who will feel that the potential risks of 
reporting are outweighed by the potential liability, and may stop reporting alto- 

eUier. While the extent to which creditor liability will diminish reporting cannot 
predicted, it is important to remember that credit reporting is a voluntary activ- 
i^, and that not all credit grantors are participants in it. It cannot be assumed that 
credit grantora will continue to participate in the future if the risks of doing so are 
Increased by legislation. Of course, decisions to reduce the volume or f^equenc^ of 
data reported would have the elTect of making credit reports less valuable as a true 
Indicator of a consumer's credit hiatoiy. The supposed benefits of imposing liability 
on furnishers of inlbrmation must be weighed sgunst this risk. 

In determining whether consumera would truly benefit if credit grantora were 
made subject to liability under the PCRA, it is important to remember that there 
■re existing incentives that motivate credit card issuera and other credit grantors 
to provide accurate and complete information to consumer reporting agencies. These 
incentivM are as compelling as the threat of an enforcement action. First, the Infor- 
mation reported about each customer to a credit reporting agency is the same infor- 
mation that is used to prepare the periodic account statement that is sent to the 
customer. If errora appear on these statements (e.g. charges erroneously posted to 
an account; payments made but not reflected on the atateqient) the customer Is 
made aware of them and has an opportunity to have them corrected. Indeed, credit 
card issuers have a legal obligation — under the Pair Credit Billing Act provisions 
of the Truth-in- Lending Act — to resolve billing errora, and consumera may collect 
damages under that law if credit card issuers Tail to comply. (In cnntrast to S. 273, 
whid) would make card issuers liable for reporting erroneous information, the Pair 
Credit Billing Act makes issuera hable for tailing to investigate and resolve errora, 
but not for making them.) 

Competitive considerations and the need to be responsive to customera also make 
it imperative that account statements are accurate. Errors and disputes about them 
can result in bsing a customer if they are not addressed promptly and completely. 
This gives credit card issuers a strong incentive to avoid billing errora. to correct 
errora that are brought to their attention, and to avoid reporting erroneous informa- 
tion to credit reporting agencies. Credit card issuers have developed internal con- 
trols and procedures to aoiieve these goals. Issuera also have an obligation to their 
shsreholdcra and other constituencies (e.g. purchasers of securities whidi are 
badted by credit card receivables) to maintain records that accurately reflect the 
status of consumer accounts. Since this information is based on the data whid) is 
reported to consumer reporting agencies, the procedures tJiat promote its accural 
also improve the accural and completeness orinformation that is furnished to trea- 
it bureaus. 

Finally, fumishera of information have long been involved in voluntaiy inter-in- 
dustry efforts to improve the accuracy of credit reporting information. For example, 
along with other credit card issuera. Discover Card has worked with consuirter re- 
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porting agendM under the auaplee* of Aaaodated Credit BurenuB, to improve the 
fomut by whidi information in reported and to encourage n«dltor* to report ac- 
count hworiea in a conaiatent manner. Recently, we have been involved in the de- 
velopinent and testing of an Automated Dispute Resolution System wtd^ is Bched- 
ukd to become operational later Lhia vear. (Thia ayslem will replace, with m com- 
puter^baaed format, the existing paper-oased aystem by which credit grantor* adviae 
conaumer reporting ainnciea orthe results of their investigations of information diia> 
puted by consumers. This system will speed up the inveatigation of disputed infor- 
mation, and ensure that correctiona to previoualy -reported data are communicated 
to the three major credit bureaus, even when only one bureau has received a 
conaumer dispute notice.) ElTorts like these, made because they make good basioeaa 
■eiue and improve relationships with customers, have enhanced the accuraqr and 
complete neei of conaumer credit repirta. 

In shortj^adsting dispute resolution mechanisma under the Pair Credit Billing Act 
and the FcRA, coupled with marketplace incentives to leport iDformatioa accurately 
and completely ana to improve the credit reporting process have been aueoeaaful In 
encouraging credit f[rantora to accurately report information to consumer reporting 
agencies, and to quickly respond to requests to investigate and correct disputed in- 
formation. This success is reflected In the fact that information reporting emra at- 
tributable to creditors (as opposed to mistakos made by credit bureaus in compiling 
that information) are rarely the focus of conaumer complaiats. The case haa simply 
not been made that the impoaition of liability on credit srantors for mistakes in re- 
porting information would improve the accuracy or completeness of this information. 
On the other hand, chen^ in the existing liability proviabns of the FCRA could 
lead to an overall reduction in the accuracy and completenesa of consumer credit 
reporU. Sudi changes should not be made. 

like other credit grantors operating in a multistato market, Dean Witter, Dis- 
cover & Co. can best serve its customers if the legal standards under whidi it must 
operate are uniform across the Nation. Uniformity reduces coata and con^Uance 
burdens hy standardizing; disclosures, prescreening requirements, diqwto resolution 
procedures and other oBigations. Uniformity eliminatos consumer confusion that 
can reault from multiple or inconsistont notices, error resolution procedures and 
other oonsumer protection requirements. 

In the paat, we have supported amendments to the FCRA, even when they im- 
poaed aignUkant new compliance obligations on creditors, tiecause they were coupled 
with language that preempted State law, providing assurance that only a sinde set 
of rules would apply. We are disappointed that S.783 abandons thia appraacn and 
doea not oontain language preempting any provisions of State law. 

Uniform requirements governing uic furnishing of information to consumer re- 
porting agencies and the use of consumer credit reports benefit both credit grantors 
and consumers. Consumer credit is not a local business. Increasingly, consumers 
have relationships with creditors from distant Stotes, so the information in a tjrpical 
conaumer credit report is compiled from sources from many States, Moreover, con- 
aumen have become increasii^ly mobile. They expect that credit will be availaUe 
to tham as they move from State to Stato, an expectation that can be best met if 
oonsumer reporting agencies can readily compile data from distant sources, and 
credit grantors can readily provide information about consumers to credit bureaus 
without regard to the consumer'a current State of residence. Consumer awareneaa 
of their rignta with regard to credit reporting is also facilitated by requiremento and 
diadnaures that do not change when the consumer moves from one State to another. 

Inconsistont Stato-by-State standards for credit reporting can impede the fV>w of 
information necessary to make informed and timely decisions when a customer ap- 
plies for credit, and can complicate the process of resolving disputes about the accu- 
racy and completeness of credit bureau nlcs. For example, if one Stote permito infor- 
mation about past due accounts to be reported for 7 years, while another Stato lim- 
ito the obaoleacence period to five years, credit bureaus and credit granton must 
deviae methods to oomply with the differences, and a consumet's credit application 
will be evahiatod differently when he or she moves from the first State to the sec- 
ond. If one State requires disputes about credit information to be resolved in 30 
days, and another State mandates a 20-day period, different compliance programs 
and notices must be developed to account for the variations. If one State permito 
creditors to make "^rescreened' ofTers of credit only to consumers who have agreed 
in advance to be prescreened for such purposes, while another State permito 
preacreening to consumers who have not "optod out' of inclusion on such listo, ofTers 
must be customized to meet local requiremento. 
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Whila there mi^t be aome advantage to encouraging State variattona In an area 
wboe there aie no Federal requirements or only minimal atandarda, thia ia not the 
aitaiaUon writh tonanmer credit reporting. The Federal standards are already com- 
prahenslve, and they would be made more rigorous by the new requimnenta oT 
S.78S. Horaover, the Federal requirements (and any amendmenta to them) apply 
in ewty State, iochidiiig the signincant number of juriadictionB whidi have never 
adapted their own credit reporting laws. Thus, the enactment of a comprehenaive 
Fedeiml atandrd coupled with preemption of St4ite laws does not deprive conaumera 
or dgniflcant beneflta or wotectionB. It merely limits the Statei^ ability to enact 
marpnal variations In the Federal requirements (e.e. diflerent time periods for coai- 
plinnce. diiTerent penalties for non-compliance, dlnerently-worded disdosure re- 
quirements, different fbrmata for explaining how information about consuntere is re- 
ported and used). Sudi dilTerences ore of little value to consumers. They are more 
likely to burden consunere with confusing disclosures than to enhance consumer 
understanding and substantive rights. The compliance burdens and administrative 
enienaca they will impose on credit grantors will ultimately be borne by consumers. 

Credit reporting is an interstate business. Consumers and credit grantor* alike 
benefit from uniform standards and regulation. If there are gape in the standards 
established by the Pair Credit Reporting Act, they should be filled by amendments 
to that law that will be applicable everywhere. While there may be merit in author- 
izing States to enfone uiuibnn standards, there is no need to encourage the States 
to create dilTerent or additional requirements. 
8tat« EnforcAmeiit 

During the 102nd Congress, proposed amendments to the Fair Credit Reporting 
Act preempted State credit reporting laws in recognition of the interstate rwture cm 
the consumer credit Industry and the need for consistent, nationwide, credit lepoit- 
ing laws. At the aame time, the biDs authorized State enforcement of the Federal 
requirements. S.783, in our view, adopts what might be called a "woret of both 
worlds" approach: it does not preempt State laws (implicitly encouraging the States 
to adopt their own standards), but authorizes State enforcement of uie Federal 
standard. We believe that a retention of State enforcement authority is appropriate 
oniy if substantive State laws are preempted. 

U Congress makes a determination that there is a need to encourage State regula- 
tion of consumer credit reporting, it would seem to follow that the role of State en- 
fiireement offldals should be to enforce the standards that their State legislatures 
enact. If a State determines that there is no need to develop State standards and 
to devote State resources to enforcing credit reporting requirements. State enforce- 
ment authoriUes diould not became involved in the enforcement of the Federal law. 

Unfortunately, S. 783 encourages the creation of both multiple standards and mul> 
tiple enfoieenaent. State oDicials would be able to enforce their own State lawa, the 
Fair Credit Reporting Act, or both. Moreover, the bill does not require that State 
enforcement be coordinated with enfcicement actions commenced (or planned) by 
Federal authorities, or even that State oDicials notify ihe Federal authorities that 
they have commenced an action under the Fair Credit Reporting Act. Nor does the 
bill require that State enforcement actions under the FCRA be commenced in Fed- 
eral court. 

'nie likely result of the State enforcement provisions of S. 783 will be uncertainty 
a* to the law's requirements and how they will be enforced. National enforcement 
policies (e.g. determining which cases are appropriate for suit and whidi warrant 
consent oroer n^tiationa or settlement) cannot be pursued if local authorities are 
free to make their own determinations. Thus, for example, an Assistant State Attoi^ 



ney General could file suit (or sign a consent agreement) with a national compauy 
" ' under investiKation by the Federal Trade Commissian, without the FTC's 
_r knowledge. The need for established interpretations of the law's stand- 
ards would similBrly be impaired by authorizing State and Federal enforcement in 
Federal and State courts. For example, a State enforcement oHidal might urge a 
local court to adopt an interpretation of the FCRA's error resolution, prescreening 
or other standards that diflers from those utilized by the FTC's CretUt Practioea Di- 
vision. 

Ttte need for dose coordination of enforcement between Federal and State ofGcial* 
exists even if State subatantive laws are preempted and the State oflidals are au- 
thorised to enforce Federal requirements. But where, as in S.783, there is no pre- 
emption of State laws. State enforcement of the Federal standards, in addition to 
State rec^irements, is bound to cause oonliision and legal unce];tainty. Congress 
should rqect this approach. 



JyGOO'^IC 



S. 783 containa roeny feBtures that would be helprul to couumen and d 

actment. However, the iasues of preemption, credit grantor liability and State en- 
forcement Impair what Is otherwiK beneficial legislation. We urge the Commlttoe 
to addreaa theae dcficiendea and turn the bill into one that can be aapported by all 
aOlBcted parties. We look forward to woriiing with the Membm of the Conuidttee 
in the development of legislation that will truly further the common Intereat of con- 
iumera and credit grantora in improving the credit reporting aystem. 

Summary of Principal Conaiuner Protection Provlaiona— S.7S3 

Diaeloaures to Consumers 

• Detailed diaclosure of canaurocr rights under FCRA required whenever creditor, 
empkwer or others take "adverse action" (as broadly defined in S. 783). 

• Free oiackiaure of consumer credit report follawing reinvestigation of disputed in- 
brmation. 

• Disclosure to applicants for credit of information furnished to consumer reporting 
agencies and frequency of such reporting. 

• Disclosure to accompany all "prescreened" credit orfere concerning source of infor- 
mation and consumer's right to "opt out" of future offers. 

• Notice to consumers whenever disputed information is 'reinserted' in concumei's 
file. 

• Credit bureaus required to disclose detailed information: e.g. identity of redntenta 
of reporta, businesaea which made preacreening inquiries, consumer^ rltCA 
ri^ts, etc. 

Prsacrsening 

• All prescreened credit offers must include a firm offer of credit, 

• Conaumera have ri^t to block inclusion on all prescreened lists by using national 
loll free tele(^ne number. 

• Information whi^ users of prescreened lists may receive is restricted. 

• Uaera of prescreened lists must notify consumers of "opt out" mechanism. 
Eiror Roaolution 

• Credit bureaus and fbmishera of information subject to statutory tistetable Ibr in- 
veati^ting disputed information. 

• Furmsbers subject to statutory obligation to avoid reporting incorrect or iooom- 
plete information, to notify credit bureaus upon diacaverjr that inaccurate informa- 
tion had been furnished, and to diacloae when information reported to consumer 
reporting amncies is disputed by the customer. 

• Consumer* nave ri^t to have Svlevant information* considered by creditors and 
consumer reporting agencies. 

• Credit bureaus required to report accounts closed by the consumer aa such. 
Employment 

mployers is restricted. 

.. ....^._, nist receive discloBures about use 

of reports and consent to such use. 

• Adverse action cannot be taken sgainat employee unlesa employee has oppor- 
tunity to respond to information in report. 

Other Provlsioiu 

• Increases dvil and criminal penalties for violations of PCRA. 

• Extends FCRA requirements and potential liability to furnishers of infbnnation 
to consumer reporting agenda*. 

• Impoaes extensive new obligations, and potential liability, on "credit repair orga> 
nizationB.' 

■ Establishes uniform method for calculating the length of time delinquent inlbrma- 
tJon may be reported. 

teshmony by rosario a. fiorant, jr. 

Lobbyist, The Consuhbr Afpairs Lobby 

Ur. Qiairman, Members of this Committee, my name is Roserio A. Rorani, Jr. 

I am a Lobbyist vrith The Conaumer Affairs Lobby TLobbv^. Hie k>bby was founded 

on the prinaples and for the purposes that Consumers Hake A Better America. Yat 
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thia rMKn, our motto it, '^nsumera Make Tor A Better America." We' «re a 
connimn' lobbying group that was ronned to aasiit conaumera in mattera of 
GOnaumer intoreat mm aa aaeking legal counael for coiiBumer pmbleroa, reaeanfaina 
credit practicea, inveatigating auapect application proceaaea, or notifying lenden oT 
the varioua pnblenw conaumera nave witJi credit and with credit bureaua. We are 
a non-profit conauraer research and inveotigative group relying upon public fiuida, 
donationa, and contrftntionB to remain in operation. 

I want to thank the Chairman and the Committee Tor thia opportuni^ to pravida 
teatimony on behalf of all consumers who are unable to provide audi testimony to 
thla Committee themselves and comments from the consumers ooncemiog the many 
dwrtcomings of the current Fair Credit Reporting Act which is the basis for the ille- 
gal acta by lenders against consumers. For these reasons, I am here this morning 
to addreaa you concerning this serious consumer problem, whidi has plagued Amer- 
ican conaumera, your constituents, over the past two decades. 

ThfB Lobby applauds Congress' valiant efforts to rectify and remedy the many 
flawa within the current FCRA by enacting the stncter law, S.783. Ttiis bill will 
dfae-up the many loophoks within FCRA. 

INTRODUCTION 

Today'a conaumers are less ignorant of the importance of their credit records than 
th^ were years ago. 'Hiis newly acijuired knowledee surfaced after numerous and 
unexpected denials of credit by credit companies, which resulted in the consumers' 
emluuivaament and humiliation by such unexpected refusals or r^ections. Tod^r's 



"n* current FCRA hinders the consumer's ability to learn what credit information 
is in his credit file. He is uncertain of whidi credit problem, if any, he has that pre- 
vented him from obtaining credit. Today's purchasing power is rooted firmly in the 
concept and practice of credit. Without credit, the consumer, your constituent, is un- 
able to buy or borrow anythins. In this way, credit discrimination divests the indi- 
vidual of the constitutional right to life, liberty and the pursuit of happiness. In this 
way. above all others, credit discrimination, and more importantly, the laws 
Gonooning it, is unconstitutional and must be stopped. 

Since the enactment of the Fair Credit Reporting Act in 1971, the inconvenience 
of obtaining and maintaining credit has become a horror and a ni^tmare for the 
millions oT American consumers. Because of this nightmare, consumers have experi- 
enced loss of job, loss of credit, and even loss of home. Millions of consumers, 
throu^ no fault of their own, have been labeled by lenders and tnredit bureaus as 
tax oeadbeata," *bad risks," "delinquents,' and "late, overdue, or tardy payers' in 
making paymenta to their credit accounts. All this is due to the problems raised l^ 
our current credit reporting system. 

Since the ISSffs, every purchasins adult must have credit in order to conduct, 
peribrm, purdiase, repair, and be seTf-sufficicnt in today's social and economic set- 
tings. From the early 19G0's, our banking system has made considerable strides for- 
ward and vaat iroprovemenla in the way that they issue or grant credit to consum- 
ers. Simultaneaus1y> banks have made it extremely more convenient for their cus- 
tomera to interact with the bank after hours, such as through automatic teller ma- 
diines (ATM), and purchases of gasoline, groceries, and many other items from 
other merchants via an ATM card, or the bank's own credit card. 

However, because of the data'Specific nature of the complicated technolo^es in- 
volved Id providing such services to the consumer, the consumer, instead oT being 
aided in eveivday life, is instead left frequently frustrated, humiliated, depressed, 
■nd most of all. angry at the credit industry, specilicallv, credit bureaus, "nieae cred- 
it bureaus collect liubrmation dealing with the purchasing habita and trenda of 
eveiy individual umizing credit. It is upon credit bureaus that credit lendera rely 
to determine whether a consumer is a aafe or unsafe bet" or credit risk. Siould 
the ciedit bureau make a mistake, more, should it make the mistake and not realize 
it, the conaumer can be and It denied credit throu^ no fault of his own. 



'The words, "I* aad "we'' are used thnmghaut the testimony to expreai the views and jnlen- 
Uaos of OS, and t>ie Eonsomer. Since 1 sm providing the testimony, the views stated are not 
CoiDg to be waU\y my viewt. When I use the word, "ire", I mean "we, s)1 people who are eonaum- 
•n in wcneway.* 
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llie mistake can be as small as a transposition of numbers or letters. But that 
transposition of chaisctera, to the camputers prnceulng the credit tramsacttons, can 
be the dUTerencs between two veiv difTerent people. Par exan^le, let me take tm 

orMit record and nothinK 

hand to an ex^nnvict with , . , . _. 

fisuds. Siould a credit bureau, an^ credit bureau — and there are three, ever confiue 
tba two men ia any way, John Smith would find himself in a credit quagmire, whila 
John Smits in a credit haven. The two men will have switched credit privileges, 
throudt no efTott or williDgncss of their own. Their credit fates rely wholly on uw 
credit Dureau and then the credit lender. 

llie voiat. Senators, is this: credit bureaus are not infallible, lliey do make mis- 
takes. That fact alone is a tolerable one. What makes the situation intolerable for 
and hoatUe to the consumer is the dirficulty in i«moving informatton from a crsdit 
file that is inaccurate, false and potentially damaging. More, credit lenders abould 
not be aUowed to grant credit to one individual and not to another based on inlbr- 
matwn that has nothing to do with one's credit history. Specifkally, th^ should be 
required to grant credit to every American, commensurate with his abihty to repay 
the aJlowanoe. 

Between the initial or solicited credit application, consumers have been delayed 
in tbmr application process, lied to by the Dureaua and lenders, had credit informa- 
tion alMUt the consumer falsined, had derogatory credit information manufocbired 
by lenders, and been told b^ credit bureaus that certain (and derogatoiy) credit in- 
fcvmation, thou^ untrue, is, according to them, "accurate and correct and that it 
cannot be dianged." 

One hornir atoiy concerned a certain lender (name omitted), who relied heavily 
upon a cndit bureau report despite the contrary credit information that the 
consumer supplied. The lender refused to grant credit because of the falK, inac- 
curate and manufactured credit information round in the consumer's credit I!le. 

Sudi situations and acenarios are true to lifo and consumers have sou^t the as- 
dstance of the Federal Trade Commission (PTC), complaining that consumers at- 
tempting to borrow money from certain lenders are conspired against by those lend- 
ers with the credit bureaus in the denying of a loan or credit account. 

BACKGROUND TO CHANGE THE FCRA 

On June 6, 1991, the public, in the form of hundreds of angry, violated consumna 
and the PTC aongresated here in Washington to present uieir complainta, docu- 
mented evidence, and oral testinwny to the House Subcommittee concerning illegal 
activities engaged in by credit reporting amncies. These hearing were broaacaat Iqr 
the print and audio-visual media amund the country. Leading the media foray was 
the Washington Post's article, "Public Turns the Tables on Credit Bureaus." llw ar- 



The presented evidence and information were so overwhelming that neaiiy imme- 
diately after the hearings, credit reporting agencies suddenly "got a conscience" and 
began intensive policy reviews. The credit reporting agencies' self-examination was 
far too late, for, not far behind, was the FTC's, Consumer Affairs Division. It was 
still gathering ' ' ' -...-■■.■.• ... - . . 

wbid) wculd li 
iftacv, TRW, ( 



Bftan, TRW, on rive civil charges resulting from their illegal act 
du*ct^ resulted in TRW being convicted by a consent decree.' 
Amrag the overwhelming aaditional evidence were false credit 



wbid) 1 

TRW, on five civil charges resulting from their iUcgal act 

resulted in TRW beirur convicted bv a consent decree.' 

_ _ reports, out-dated 

credit information, adverse credit information, and thousands of complaints about 
pnacreening provided to the Subcommittee concerning the way credit reporting 
ageodei presently conduct their businesses. Additionally, lendns and credit bu- 
naua are J^nily reaponaible for the contents of credit file information becauae lend- 
en gather the credit information on the consumer from practice; credit bunaus 
maintain and disseminate that material on the consurner until It is requested later. 



by the client lender, on consumers. This makes the lender legally n 
-'^-'-- within the consumer's file. With the enactment of this bifl, t] 



the FTC does nol have sUmng criminal powen, TRW 

■mt decrer * ' -■ ^- - ' ' - -■* ■ 
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Into Um record with the apprDval oT the court 
of the parties. "M* Is a typtcsl axamph ot r '-' 
fbrm oTeriminBl pnnishRient that should ba 



I criminal powen, TRW can baisain their cnflt hw 

IS a form of a jodgment, by the coort, and eotand 

Hurt which cannot ba ad aside without the consent 

to a more atrkt 



BRIEF SUMMARY 

Unlike our colleBsuei , „--, 

bill, S.783, with aiuy minor modifiCBtiona in the item* Bpecuied belo' 
13te to we a dearer, more ipeciric description of credit discrimination within mainr 
of the wctiona; such aa section 101. Advene Action. Our Idbb/i desire is that Oak 
bill dari^ the delinition and meaning of "credit discrimination'* and set penaltteB 
againit lendera* for that form of discrimination. Currently, S.783 makes references 
to a form of diacrimination. The term needs to clarify for the consumer ita actual 
ajid intended meaning wilhin S. 783, as applied from the initial credit application 
(initiated by the consumer, to the lender, and between the lender to the bureau, 
bade to the lender, and back to the consumer). Additionally, if a consumer is denied 
credit on the basis of a falsely "bad looking" credit report or solely on the mdinnent 
of the knder, then our Lobby must have that credit prT>ces8 clarified in 8.783 for 
the GOBBumOT's benefit. 

All cansumers want their Conffreas to hear their cries for help and demand that 
their Congress enact S.783 so that consumers will be protected. They want Con- 
greas to enact a law that will allow them the capability to do what they should 
rii^itfiilly be able to do within today's sodety. 'Rus inchiaes making any purchases, 
on credit, without detrimental setbacks or prolonged delays between the credit ap- 
pUcatioB and (he issuance of the card, loan, or grant. 

nie second item of stronE concern to consumers is the use of credit leports. Con- 
•nmer* want S.783 to hold the use of reports by both lenders and the nireaus to 
a atiicter standard. The third item concerns the practice of prescreening. llus issue 
ia interwoven with the use of credit reports, as well aa the disaemination of audi 

,. ^^ .._it further compliances 

because they claim that it would be too costly to their operations in both cost and 
piDcetlur^ areas. Our opponents also want this Committee to hold off any enact- 
ment until all of the PTCrs enforcement. Consent Agreements arc in place with the 
bureauB. Our Lobby believes that current FCRA law eliminates many of the main 
parties who hide behind the bureaus and use the bureaus as "paid shields.' 

I undersUnd that the PTC is the enforcer of FCRA and will be the same for 
S.783. What the consumer needs to know is that when there ia a problem, how 
BwifUy will the enforcement process work for the conaumer in his lime ofnetd. 

Items Ave and six, obsolete and disputed information is of paramount concern to 
GOOBumers be(»use of the extreme consequences that can result from having such 
inibnnation in the credit file. Maintaining information that is false, adverae, mixe<L 
manufactured, or just out-dated Is extremely dstmaging to the consumer's credit ana 
must be abolished. Ihere Is great concern over the bureaus' being allotved to nuln- 
tain this information long enou^ for some or most tenders to have received the in- 
formation. In the many scenarios that are played out acroaa America eadi day, lend- 
ers and bureaus have subtly piused out obsolete credit information whidi in turn 
have influenced a lender's judgment agaioat the consumer. 

Out Loblnring group has come across many kndcrs, sudi as Discover, American 
Express, Citicorp, CitiBank, Montgomery Warda, and Sears, as well aa other m^jor 
corporatjona that use this tactic to discnminate against consumers. When our Looby 
contacts thoae lenders, many, perhaps intentionally, fail to answer ua. Others re- 
spond with so-called threats that our claims of credit discrimination are defamatory 
and libelous. However, when we show them the facts and situations, thev cease fur- 
ther contact with us because we are able to uncover their criminally ana civilly iUe- 
gal activities. Many later respond that, we, a representative of the conaumer, cannot 
prove Bi^thinK and that the law allows them, the lenders, to discriminate against 
consumers on U)is, and other bases. 
' lition, regarding 

, B consistently r , , „ 

credit Information time after time. This is true even after the consumer notiftea the 
credit bureaus of the incorrect information. 



'This tmra, ■■ used by our Lobby, means tha denial or any credit, loam, or money, fir pa^ 
BAal nwiB. bv anv lendar. cieditm', or merchant, with the intent lo discnminate uunat the 
e that reason ii based solely on past or present oeoit files, or 



n used thmUBhout will mean any bunness that ii in tha business of loaninc maaey 
I, or Tor the purposes of making s profit on thai money loaned. The term, may aba 
be Interchanged with the term, "cmdilori' aa used by other loslimony. 
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Cnmntly, onr l^^iAn In eo^Junetton with the FTC, 1b In the pracsw of cometlng 
credit Infoniution within several credit files Trom B^ifax. llie information in cnies- 
tioo concerns Equifax's continuous return of false inrormatlan that was to have Men 
nmoived under Title 11, aection SZ4(aXl), at the Bankruptcy Code. In that partku- 
Isr Code and section, any Judgments, collection attempts, or liens that an r«peat- 
•cDy entered on a cradit record, or that are made a part of the consumer'B credit 
UslcHy ore null and void upon the disdiarse of a consumer in a bankmstqr proceed- 
ing. EquiTax Credit Information Scnnces nas continually refused to eliminate ad- 
vene, wise, inaccurate, and misleading credit infonAation Irom many conaumen 
files. Our letters to Equifax have been met with responsea mudh aa "^nuu oT 
OHUumer omitted), the information that the (consuraer)* disputed I 

■■ it«d and is doti ' ' ' ' ' " 

le credit file.* 

OUier cansumen have notified us that a diadiarged baakru[Aqr, annotated in 
Equiiax'a credit file, has remained within their credit records for more than twelve 
yean. lUa infermation alone prevented one consumer from ic-eatabllahin£ credit 
and tnta obtaining new credit, even though the law dearly states that bankrupt^ 
is iMt to appear on any record aAer ten years. 

In these circumstances, what can the consumer do under S. 783, to punish more 
swiftly the tenders and bureaus for their violations of current FCRA laws or S.783? 
This question leads me to the subject of civil liabilities under S. 783. Tlie eonaunter 
and 1 would like to see some modilicBtion of S. 783; specifically, regarding the doQar 
amounts for penalties and administrutive penalties thai are imposed against the bu- 
nmi be increaaed. We agree fully with the need and impositk)!! for atnnger enlbrce- 
ment actioos too, along with the use of increased monetary awards, as well as puni- 
tive penalties. However, S. 783 mu9t be modified in accordance with the respective 
damages that have been inflicted on consumers, their reoutations, families, fiieod- 
ahipa, and even their neighbors. These consumers later learn that thc^ cannot ob- 
tain any credit because of derogatory credit information that is in their credit file, 
■pawned from a personal or business financial diaaster. 

Another examine is concerned with that of the separated couple, Mr. and Hra. 
Conaunwr. One apouae has left the other, causing an immediate inability in either 
party to obtain iroroadlaU cndlt, or financial support because of the current separa- 
tion. They are both denied their credit because their separation represents deroRa- 
tory credit information in the credit file, or that thev do not have any availeBle 
fiinds, or the house is in foreclDBure proceedings. In sudi a scenario, what will S.783 
do Ibr the consumer who has Buffered great personal and material loss due to an 
inability to obtain "emergency credit* to assist with a sudden and unexpected diaas- 
ter? 

Moreover, if any oonsumera need to obtain pinpcrty on credit, a necessity for life, 
or need to have such property repaired, also a life necessity, they should not be pro- 
hibited tnm making the credit purchase merely because of what a credit report 
states. Credit purchases should not require the consumer to experience every con- 
ceivable emotional agony, suficring, physical distress, and costo' pain, in order to 
accomplish a legal and simple task. Whether that specific credit purchase involves 
the buying of a car, a home for the family or self, traveling to woric, or obtaining 
a life-necessity item, the ability to accniirc the items or services must not be hin- 
dered uqjustl^. Credit must be given where credit is due. 



lliis capacity will provide consumers with the ability to make credit applications 
and force lenders to judge property credit applications without lerioua setbacks or 
any prolonBed postponement between the application and the issuance of the credit 
that IS applied Tor. 

I look forward to working with this Congress and its statT in forging this legisla- 
Uon Ibr the consumers of America, your constituents. We, the consumer*, will seek 
out those lenders who are responsible for our nightmares and horrors over the past 
two decades that have occurred on Credit Street USA, by urging Congress to nold 
the lenders legally and financially responsible for their actions. 

For Congress to do its part, it must pass S.783 to provide consumers with the 



desperately needed remedies ao as to prevent these horrors and nightmares in Ri- 
ture. 1 must respectfully ioHiat that Congress onact S.783, with some revisions, 
which will accomplish those necessary results. 



I supporter of coniidentiBl credit inrormation on eonnim- 
I Blrongly requested that Iheir identities be held in conlidance and not 
oe fOOTiaea. in mis case, we are unng the generic term, "coniiuner.* For these leasons, I do 
not maintain names oT comumera niuiin any of our oarteBpondEnce. We attempt to use only 
niunfaen ai an identiSer. 
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RELATIONSHIP BETWEEN THE LENDER AND THE BUREAU 

In order for Conp'css to ruldll its responsibility, it must be aware of the many 
obstadei and relationships, both subtle, hidden, and privately conducted between 
lender* and the credit bureaus. These relationships can hinder this Conunittee'B ac- 
tion and duties to the consumers of America. 



1). Congress must be aware or the duties of the lenders within Bode^. What 
lenders can do to assist the consumer, versus, what lenders actually do to consum- 
en siod against consumers in the making or breaking of credit, and woriting for 
or against the consumer. 

2). Congress must be aware of the credit bureaus' duties to the consumers liret; 
and then the responsibilities that the credit bureaus have in making, com^ling, 
maintaining sjid reinvestigatiiig consumer's complaints on lender's suomissions of 
blse, inaccnn^, and manufactured credit information that is not accurate. 

3). Congress must also be aware of the "ways of the relationBhip," customs of 
the trade, that exist on the surface, that the public sees daily, and below the sur- 
face, that conBumera and the public do not generally see occurring everyday. 

4). Congress must also know that lenders have increased their costs to certain 
Gonsumen and not to others. They allow some consumers to have certain specific 
benefits regarding special services while denying those same services to ostensibly 
like consumers. Coi^ress must also understand that many lenders are a multi- 
million dollar operation and that costs are not, or should not, be thousfat of as 
causing harm to the lenders, who will pass those "unfair^ costs on to their cus- 

6). Congress must become cognizant of all of these forms of activities that occur 
in today's society between the m^'or three credit bureaus and lenders. 

6). Congress must also pay particular attention to the activities of thousands 
of Unders who pay the credit bureaus for their services, and are then able to pass 
off the liabilities on to the credit bureaus, the lenders sole reaponsiUlity of all 
of the illegal activities that eventually result to consumers. 

ADVERSE ACTIONS 

One issue in S.783 concerns retaining any adverse credit Infonnation within the 
consumei's file. It also is when the agency willfully, and sometimes Intentionally, 
r«fiises to delete sudt adverse and false credit information from the file. This in- 
cludes credit inquiries that have expired, or were placed there by the bureau inten- 
tionally. Any inquiry over two years old that continues to appear in the credit ffle 
as an mquiiy must he eliminated under current PCRA law. However, we want any 
Inquiries that are false, inaccurate, or that were maliciously placed in the file, to 
be removed immediately upon the request of the consumer. Another aspect concerns 
adverse information which is "outdated," sudi as a judgment, bankruptcy, coUecUon 
liens, or information that is connected to any of the above. Inese items should also 
be covered under the language of S.783. Outdated information having to do vrith 
Judgments, bankruptdes, etc., must be eliminated if the final abjudication of a bank- 
ruptcy, and either the aingle item, or a group of items, stem from a bankruptcy dis- 
charge.* Under IHtle 11, section 624(a)(1). anv judgment, collection, Itens, or items 
diaiged off to profit or loss, is null and void, aniTis n<A to be in a credit report. 
Also, if that item vreie listed within the bankruptcy, it must be eliminated. This cur- 
rently leads to many of our continuous volleying with Equifax Information (Credit 

Equifax has continually refused to eliminate, after repeated requests bjr us, on be- 
half of Gonsumera, that this information is unlawfully in the lepo^and is to be re- 
moved promptly. We have submitted eveiy copy of our request to FTC, but we have 
not received any responses from FTC to date. 



ployee being oisdiaraed from employment because that employee had filed bank- 
ruptcy. Title 11, section S24(2) established, by the Bankrupts Act of 1984, states 
that no Federal empbyee, or any other employee shall be discharged because he or 
she has been dischar^ in a case before this Court. Under the 1973 Bankruptcy 
Act, one provisbn specified that no consumer shall be treated unfavorably becaoae 
he or someone he associated with, had filed a bankruptcy under chapter 7, and has 
been denied a "fresh start." 



■Bankniplcy Code section S24(aXl) iUIsk Ca) "A discharge in a cue under this liUe--(l} 
voids any judgmHit at any time oblained. Is Uie extent thai luch judgment is ■ daUmdnaUiNi 
at the penoosl Uability gr the d^tor with msect to any ddit discharrad nndar sectisn TS7, 
iM4. 1141, 1X18, or 139 </this tlUe, whetho- or not dischai^ oTsnch dtbt ii waivgd;' 
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lUa wu done by many empkyera who discovered that m potenUal employee had 
Bled banluupU? before he or she intended to hire the eraplcwee. 

The olnectaye of these Conneuional hearings is to close the existing loopholes in 
both the rCRA and the ECOA and to request this Coaunitt«e to change and anwod 
thoae pioblems that plague the public concerning theK Acts, u currently written. 



An sxeerpt from the Equal Credit Opportunity Act states: 

'. , . While the Equal Credit Opportunity Act prohibits discrimination in the 
evaJuation of credit applications, it does not deHne "discrimination.' Regulation 
B202.6 (b) sets out very specific rules as to what a creditor can and can not do 
in evaluating applications Tor credit. Practices mentioned in Begulatlon B may 
have a discnminatoiy efTcct. Therefore, even if a creditor follows the complex pat- 
tern of specilk permissions and jjrohibitions, that creditor ia still in viuation of 
no diacriminatioa standard in section 701.*'' 

TUe Uth Amendment of the Constitution states in Section 1: "All persona bom 
or naturalized in Uie United States and sub)ect to the jurisdiction thereof are dti- 
lensofthe United States and of the State wherein they reside. No State shall make 
or enfoice sot law whi^ shall abridge the privileges or immunitieB of dtizens of 
the Unitod States; nor shaU any State deprive any person of life, liberty, or prop- 
er^, without due jmceu of law; nor deny to any person within ita jurisdiction the 
equal protection ofthe laws.'* 

BANKRUPTCY, THE LAW DOES NOT DISCBIHINATE 

In 1776, our Pounding Fathera were far ahead of their time when they included 
an article in the United States Constitution, taken from an old English law. This 
article would later provide the countiy with tne iiasis for the policies and procedures 
to operate and conduct business. Upon its completion, that clause was called the 
Commeice Clause and became known as Article 1, Section 8 of the United States 
Constitution. 

By the time the Constitution was ratified in 1789, the Commerce Clause had 
been — expanded to include a section that would protect the comnwn person tnm 
creditors. ITiat section of the Commerce Clause was called the Banknipt^ CUnsc, 
located at Section 8, Para. 4.' of the Commerce Clause. This section is the fininda* 
tlon and basis for our BankrupUy l^w today. Article 1, Section 8, would not be 
amwidiMl until nearly two centuries later, in 1978, and would become known as the 
Bmkmptty Reform Act of 1979. In 1984, the Bankruptcy Reform Act of 1979 was 
amended and was renamed The Bankrupt^ Act of 1984. There have been no subae* 
guent dianget to the bankniptty laws since the 1984 Act. As of April 1, IfWS, the 
Senate Jutfidaiy Committee has begun selecting members to revise um camnt 
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Bankrupt^ was the bankruptcy law during the colonial period in America. Tli 

bankiuptw taw adopted by the United States Congiese was the Bankruptcy 

1800 lAMi ckisely loUowed the Statute of Bankrupts. VohinUiy bankruirt^ did mt 
become a part of American law until the Bankruptcy Act of 1841." 
Under this act, the debtor was allowed to start over IVeth without harasanent 



from crsdibm in society, liiat view of bankrupt^ portrayed \y our sodely of a dee- 
ado aoD is contrary to the original intent of Congress when the lav — " -* --^' 
1. "nie Bodete of oi 



bankrant Indl 

jected uiem to near perma . ______ _,___ 

e^B views over the last two decades, today's socfetys views are changing, mostly 



a to near permanent refusal of further credit. However, In spite of aod- 



dna to the current economy, and to the eaee with which consumers now acquire new 
credit'* One Washington Post article observes. 



^CtmuimtrlMg In A NultktU, 2nd. Ed., Epalein, David P., and Nicklcs. Steven H., Wast Pnb- 
HiliiH Company, Sl Paol. MN, 1961. 

■ I4ih AMsndmMtt «r the Untied SUIed Constitution. 

* 14th AnmdnMnt at tlie Unitod Sutei Contitulion. 

■■8tatalsser4Aane, c 17 (ITOS) and ID Anne, c. IK (1711), that the law allowsd the gtanl- 
Ing of a JiBthai'is to tho bankriwl et the di*»U nwinaat the timooTbankniplq'. 

"Bankniptn Law, 2nd. Ed., llobort L. Jonten and William D. Warren, ronndatian heaa. 

■■■PanonI Bankruptcy PiUngi Riae for 1991.* Wuhlngton Votl, Haich 18, lOOS. 
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". . , « reault that experts attributed to the receulon'a fallout and to a trend 
In whidi people are less embarraiaed than in the past to file for bankiuiitcy . . . 
and partqr becauM people have the ability to g«t credit even after going into 
bankruptgr. . . . IVe aeen the whole •ociiu attitude about bankruptcy diange.* 
. . . PaoiM realiie now it'e generally easy, and there ii very little reaiatance given 
bvereditora."** 

Ine credit bureau end Icndere generally do not care to know what the cauaei are 
for an adverae credit report.; neither do credit reporting agenciea explain their credit 
IQea to lenders on the consumer's behalf. Yet, lew lenders are unwilling to provide 
a eecond chance to any "bankrupt conmmer" for credit. 

STATISTICS FOR A CHANGE IN THE CREDIT LAWS 

llie inTormatlon that you are about to receive cantains the number* ot peraena 

who have had to file for bankruptt^ from 19S0 to 1990, with the figurea being re- 

leaaed lor 1991. Theae atatiaties were compiled by the Administrative Office of the 

Fi_!._i o._.__ 1-1 — L_ mi.i_ !_._ - .(jinpjjgges all the information on baoki — ■— "■ 

I, fnim 1980 to 1990. A handwritten e 



United States Courts. This data encompasses all the information on baakruptiy fil- 
.___ ^... _....._ .^_ ,__..„ .. » . . L :, a estimation 



United StatM Courta, before the official release of the actual statistic* « 
available to the publk: for 1991. 

Over the laat twelve year*, (1980 to 1992) nearly seven million American* have 
filed for bankruptcy protection. The statistics show bankruptcies have risen continu- 
««>iu over the last i*"^ ti^a^m u.jii« AAak.ii. cnn rwi k.krti^*q«A«^nB Ka;.%» n\^j j**!^^^ 

, 9«4,000, in 19 

1 courts that t .... 

971,517 bankruptcie* were filed. An increase of 2.9 percent o' 
an increase since 1991'* increase of 20.6 percent over 1990." 

Virtualhr the entire increase for 1991 came from Chapter VII'i and Chapter XIlTi; 
althou(^ 92 percent of the bankruptcies for 1992 accounted for Chapter VII cases. 
A Chapter VII bankruptcy consists of a total elimination and discharge from all the 
debtor'a debts. A Chapter VII bankruptcy i* a bankruptcy that only involves an indi- 
vidual. This type of bankruptcy cannot consist of businesses, partoershipa, or cor^ 
porations. llie theory here i* that an individual ia allowed to "atait freui-* Any 
<rther type of organiiation'* propert.y is completely turned over to the creditora to 

Only the discriminated consumer will know the precise feeling ot dishonor result- 
ing from a bankruptcy. Only the discriminated consumer will know how dUficult it 
is lo overcome the stigma of a bankruptcy on a credit record. 

Do not forget that these numbers represent the actual lives of people who have 
had aerioua, unexpecled financial problems. Such people needed to have inuneiUate 
relief from their ooUgations to their creditors who call, harass, threaten, and berate 
them, even to the point of suicide. This is all because of a bankruptcy fUing and 
•odety discriminatmg against that person. It is not business as usual for Uie 
oonsumer under such circumstance*. 

SOLUTIONS AND REMEDIES TO THE FCRA 

In order to provide fbr these consumer needs, S.783, roust fUraish consumers with 
the remedies thev must have to prevent further atrcxnties and ni^tmarish ordeals. 
I must reapectfiilly insist that Coomas enact S.783, with these serious concerns 
and suggeMlona in mind, to achieve these imperative goals for consumers. 

To accomplish this. Congress must first be aware ofalt that ia occurring in society 
today among the three mejor credit bureaus. Congress must also pay close attention 
to the activiticB of the thousands of lender* who pay the credit bureaus for thmr 
services, and who then pass off the costs of those services to the credit connnwr. 

Systematically, the consumer roust come first within these arrangements under 
thia bill, S. 783. Under this bill, S. 783, respectively, the total blame Tor all of these 
consumer ni^tmares over the past 22 years should not be laid only on the backs 
of the credit oureaUB alone. Althou^ both the lenders and credit bureaus woik to- 
gether jointly, they are jointly responsible for their action* toward and against con- 



■'Pflnonal Bankniptcy Blin^ Are on the Rise, Washingbm Post, March 18, 1993, 1^ Hichdie 
SinsletBiy. 



hinatoi Peat, by Michelle Sin^etaiy, "Peieonal Bankropky Filing Are on the Rin,' 
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Navnihelau, credit bureaus ha\_ ..._ ,_^ ^ , ^ 

■ credit lendar*. 



The credit tnire 

thtt data ia heavi^ 



wy be ihe prlmaiy and exclutlve chaperons or credit data, but 
vlied upon oy leaden for their credit dedsioBa. It ia the mdit 
lenoer. who, raying aolety on a third partes informatioi), makes the dedsion to 
grant or not grant an individual credit. It is the credit lender and his or her por- 
sonal biases whldi actually make the final decision, llierefore, lenders shouM be 
equally responsible Ibr their involvement within the credit reporting design. Per- 
haps Uiey oo not roanufactutv or retain Talse or damasing Informatun In a credit 
(Ue; th^ do rely on such files, whether the intbrmation is true or not, to make their 
decisions in granting credit. 

Horeover, lenders are just as responsible in any scenario where a credit appU- 
cant'a request for credit requires the applicant, or consumer, to seek out lenders for 
a credit purchase, "niia Congress, therefore, should not exclude the lender's reapon- 
dbUIty from any provisions that hold the credit bureau responsible for their crimi- 
nal actions. 

Additionally, lenders and credit bureaus are jointly responsible for the contents 
or credit fUe information because lenders gather the cradit information on the 
consumer from practice. Also, credit Imreaus maintain that credit information on 
consumers and disseminate it upon request of the client, the lender or a specific 
consumer. Reasonably, this makes the lender equally responsible for mistakes with- 
in the consumer's file. 

With the enactment of S. 783, lenders and credit bureaus will be, as thev should 
be, held ecguaUy responsible for the credit contents and the release of any false, inac- 
curate, misinformation within a credit file. 

Congress should assist consumers in understanding easily S.783. Congress moat 
first Jarify the new bill so that all consumers and tte organixaUons that must en- 
force this law will know how ^ickly the PTC must act against those Imders and 
credit bureaus who violate this law. To do this, Congress must modify and oon- 
e the two bills, S.783 and H Jt. 101S for the exclusive benefit of all o 



the Government and the consumer, jointly and separately, for their, tenders and bu- 
reaus, violations of S. 763. 

Presently, lenders and bureaus make it very difficult for any consumers to dis- 
cover what exactly is within their credit files. The current FCRA prohibits releaafaig 
the consumer's own credit and medical information to the consumer, until proper 
identification procedures have been met. 

Additionally, the bureaus use credit codes that are used between lenders and 
creiUt bureaus specilkaltv. This creates a very difficult period for the consumer 
wanting to understand why he was denied credit. First, he must understand what 
thoae codes mean so that he can specifically attadi the main problem within his re- 
port, ^rthermore, tenders and credit bureaus intentionally moke It dilTicult Ibr eoa- 
aumen to correct flieir files within any specifled time frames becauae eadi inatnicta 
the Gonaumer to contact the other for that specific correction or elimination <^ ad- 
verse and incorrect credit information. 

For Congnaa to discharge its respoosibilitv on behalf of consumers, both biUs 
must be CMobined and mooiHed to close up all the looi^otes. When those loopholes 
are sealed, lenders and credit bureaus con neither sidestep nor circumvent the law 
and cause problems to coniumen' credit files. Under the current laws, lenders and 
credit bureaus can cause consumers' problems with their employera, neighbors, and 
famUies. However, under S,783, with some modifications will provide abetter rem- 
edy for consumers and wilt provide penalties against both culprits, ttie lenders and 
credit bureaus, without allowing them an escape from civil and criminal punish- 
ments for their crimes against consumers. 

On behalf of consumers, I respectfully request that lenders be held to the same 
standard ofreportia^ as credit bureaus are. This concerns the passing along of crod- 
It Information that is provided by another bureau and then dissetmnated back to 
a third lender. Thlt should include an increase in Ihe current civil fines. Another 
penidty also should be added whidi can be used by the FTC and the Department 
of Justice. Those penalties should be mora strict in reimbursing the consumer for 
aqy loss that rasults from the loss of needed credit or loan. 

PBESCREENING: INVASION OF PERSONAL PRIVACY 
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to nw, bacaiue we receive Avni canbumen hnndiedi of letters that cUim that ndi- 
and-flodi K con w mar haa won mch-aad-audi ■ prize. But, hetan deiming the prin, 
be or die nniit eend in aoiDB money to get thnr •o-called prize. Hcwt <m thii Jonk 
mail oomea from boraaui who releaae credit infbnnation to certain diatrflnitora who 
■oUdt, and avm ewindk connunera throu^ oot-neceaaarily-tme adverUaementa for 
pnducta. 

An tngre^ent of preacreening that bother* many nnkoowing conaamera ia the In- 
tnudOD by lender* and mariteten, who subtly invade the oomumer** credit Hb aaak- 
ing any intbrmation that can be used later to solicit the canaumer into buying their 
pmdueta. Some conauroer* complained about marieetora who advertise fialaa prodncta 
_ .1 ._•__ j_ _» ._j — .t _. . ■__ ..._ j^ These prizes have included land in 



nda praooH. if continued, infringes on the consumer't privacy under the U.S. 
Coiutitutloii. Mcauae of the complexity of the subject matter, several factors must 



thrau^ lenders and marlEeteis. 

However, nowhere in the bill are there penalties for the ao-called lender who 
wants to move bia or her linandat arowth upwards by increasing his or her secured 
credit carda and aavinga accounts. fHiia pracrtice occun more olten when lender* ra- 
qiieat certain apecific credit data and receive that data indicating that Mr. and Ura. 
Jdhn Doe have Uiree gold cards, two homes, and five other credit accounts, all wtth 
hi^ credit limits. The lender then solicits Mr. and Mn, Doe to obtain more credit 
lh>m this lender. 

TIm opposite is also true when ABC leader wants to incteaae its Gnancial worth. 
They solfelt Mr. and Mrs. Jamea Poe throu^ the local credit bureau and find out 
that Hr. and Mr*. Jamea Doe have Juat filed for bankruptcy protection. Ihia lender 
promiaea to refinance their loan by p^ng olT their home mortgage. ABC lender 
diangea Its mind and does not loan James Doe the money, causmg Jamea Doe to 
kae his home to forecloaure because of ABCs lack of legal reaponaibility to the 
006*0. Hie consumer loses out, but the law states that the lendei'a tactics an not 

•« — 1 L .!._ i_.. 1 — 1_>..._ .t^j Bome loophole in the law allowed it to diange 

B the curtent law that makea it mandatory to 
has been solicited and has agreed to the tmat 



e current FCRA. InvoMos the practice of preacreening allows lender* to seek 
out nnsuapecUng coosumeraj unis, without the conaumer's knowledge or protcctkm. 
llie end-reaalt of tb« credit inlbrmation being supplied to the tender ia either incor- 
rect, inaccurate, or mixed up by the lender and ib later remanufactured by the bo> 
lean aa It is pused on to a third lender. That credit information ia alao mixed up 
aa that credit repmt information ia received fram another credit bureau. 

win recompenaes the consumer when the conaumer's privagr, dignity and dvil 
rifiita ara violated? What are the penaltiea that currently exlat, or that will esiBt 
iithis Ull bacomes taw, to protect the consumers from anymore violations? "nie pen- 
alties are Dow less than thev should be, and far less than the coata, trouble, ineon- 



jence, and aggravation tnat it will cause the consumer who attempts to correct 

problem when It suddenly appears unbidden and hita him like a hurricane. 

n fwescreaning is regulated, the consumer ahould have the absolute ri^L privi- 
lege, and Bole authority aa to how mudi information is disseminatod to the waders 



and maiketer* before any credit inTormatlon ia ever released to non-credit entities. 

Congreaa haa never intraduced any bills, publications over the last 10 to 16 yaara 
coneeming credit difcrimlnation. Im* form of discrimination waa not one that Con- 
greaa wanted to fecna on to eHminate. Credit discrimination affects evetyaae In 
some wqr or anoliier. Because it does affect our lives, the problem extends even to 
hmily and friends. This problem haa (kstroyed conntleu liamiUe*, A-ieodahipa, rejp- 
utatioBS, and Innomerable proaneroui careers over the last 20 yeara. Credit dia- 
crimination is conrideied 'illegal by law,' but there ia no apedfic provldoa within 
the law that exdudea it from being condoned by aociety, at present. 

lUa form of fscriminatfon has caused thouaanda of conaumers emotional trauma 
and it leaves a pe^Jioloftical atigma, which can remain with the conanmer for mainr 
yeaia, bacauao of their leelings toward the adverse credit reporting on them. Addi- 
tiumlly, credit diacrlmiiiatfon can alao cauae paj^cfaological fatigue, emotional humit 
latien, and be mentally desbnctive to the individual's health ana well-being. Some 

L^iq.nzeobyGoOQlc 
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consnmen do Mek couoaeling for the eOecta, alter Tealisins that they cumot obtain 
cxsdlt now. Furthennora, consumen do not feel comTortable within aociely, and are 
atmnned by society because of their inability to obtaio credit. 

It is lor these rvaaons, that desperate consumen seek cut and sonwUmM find lUsr 
gal ways to overcome the credit discrimination that hounds them. Many of thass 
consumers eventually wetk credit counselors and credit repair organizatuns. Con- 
areas has outlawed some forme of discrimination, but haa failed to eHminato thia 
■arm of discrimination bv lenders— the discrimination 1 label credit discrimination. 

Under agisting FCRA law, many consumers do not have direct aoceaa to the exact 



aaancy cannot verify the suspected credit information. The old law left the decision 
of whether the merit of a eom|daint about a report strictly up to the agency. Hai^ 
consumers fimnd the falae and Inaccurate Information still tiilly Intact in thdr cradit 



The new law wriU allow FTC to bring crimiasi charges and levy a heavy fine. This 
new legislation will greatly assist the consumer by providing the FTC the power to 
minish property the credit reporting agencies. Tliis new law wiU make it mandatory 
Uiat an agency provide to the consumer within 30-days, after niease of any infor- 
matioa to a prMpective lender on the consumer, a letter stating where the report 
went, the reasonCs) for the denial, and what remedies the consumer has and within 
wiut poiod. lite current response period is now 60 days. The new law will cut that 
time in half. 

Before, a consumer would never know that his or her career, reputation, or ftitura 
waa ruined by the agency merely because of ctedll disdosuie to hit employer. 

"ne FTCi immediate needs ate to enforce the consumer laws, to proaeeute and 
penalise any lendera and credit reporting aaendes that violate those laws with a 
more stiliuent enforoement power than FTCThaa now, and to investigate any Ibrm 
of avdit ducrlmloaUon against any consumer without hindrance. Vnthout Ctmgreaa 



providing the FTC stronger enforcement acUoa a^nst anyfliture violatMV, d 

mora of miainfannation cannot be pnperiy prosecuted. The TTC has pnvious^ atat- 
a these matters nearly eveiy year, before this <V..mi»t— ud p^at 



subcoounittee hearings. Tlwy have expressed their concerns over the la^ of enforBe* 
ment powers, the lade of stiTT penalties for violators of the Acts, and how tiw credit 
repotting agende* an not property followtng the requirements and gutdelioes of the 
Aeta concerning consumer report <Ustributioa. 

Also^ we, the consumers, should be concerned about the newest conqiuter tedi- 
nologies that enable a person operating a computer to tap into a system and inter- 
cept or collect anyone's Gnondal inrormation. A serious |»vblem that we all lace is 
flaandsl infoitnstion being sent over any telephooe lines, airwaves, radio wavea, 
ndcniwaves. Eveiy kind of teleoommunicatkins media available today la available to 
computers in some ww or another. Obviouslv, Congress must take swift, decisive 
■cUon to protect the individual's constitutional ri^ to privacy. 

line are only a few of the many concerns that the consumer has regarding finan- 
cial privaiy. 



With the enactment of 8. 78S, Congress will have protected consumers with a law 
that wHl secure the loopholes in the current FCRA, preventins tenden and credit 
boiMus from crawling thrau^ Alio, with the enactment of S.783, Coogresa wUI 
' " ' B the additional pntection of dvil and criminal pooalties for 



CTMUt ageodes vfelatbtK 8. 783. It will provide the consumer with the mneh-Meded 
remediea wfaldi will allow stricter oolorccment proviskins lor the FTC. With tUa 



g was a serious problem for consumers, but now, the dosing-upof thoas 

holsa wttUa the credit process will make the lendera who receive credit inbrmatfoa 
UaUe lor how th^ handle that informatbn in the fiiture. Under 8.7S8, the 
conwmw will be provided with a darification of adverse credit Inlbrmation, allow- 
ingniimmeit to punue legal action aninst lenders who violate Sectkm 101. 

Thnefare, our Lobby aupporta this uongress' energetic elforta to enact tUa UIl. 
» «. .... . ^ many previous loopholes that an within the cnrrsnt 
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I thank tfaa Chabnua and Uambtn of this CoininlttM fcr tb^ ttnw and atten- 
tion la thia amttmr. I look ferwvd to woikinc with thla CommtttM on fotan hUb 
ofttilBBatim. 

I will now answer any queitiona that you nuy have. 

LETTER FROM D. BARRY CONNELLY 
EXBCVnVK ViCI nuaiDENT, ASSOCIATID Cridit Bursaus, Die. 

July 2, 1B93 
Daar Ur. Qutonan: 

On Nay 27, tha Senata BanUiu Committao hold a hoaring on S.788, Hm 
"*■■"«" Qmdit Bafimn Act of 1993. 1 wa* pleaasd to be on ana of Ow panole that 
waa invited to taattQr bofora your committae. 

ICr. Ghalnaaa, your letter inviting me to testify belbre the Comndttef stated that 
a larBB jvunhar u consumer oompuinte concerning credit w* p nFtiyw had keen r^ 
eolveafay dia FTC eo I addiessed that in my written teatimony. However, tha FTC 



g nv Aatement whldi was Iwued on infonnation movided by that 

^I would like to rabmit tUe letter for the iMsrd aa addfthwal 

baApnind taJtCfft FOIA raquaet and tha rasulta. 

QnHng our tostimony, I noted that Aseodatad Credit Bureaus had filed a Freedom 
ti Infnrmatun Act requeat with the Federal Trade Gonunitcion in ^iril of 1992. Tha 
findtaiff of tUa FOIA ratRMst Aowed that, during the first qoaitar of im. Utan 
weia 873 complaints filed with the FTC concerning the crmfit reporting indnati;. . 
I testified, iriten annnaliud, this resuHad in an SG percent decrease in con^lainta 
mrated by the FTC over the prior year. The POIA figum are attadied &nr your 



vised by David k 



not ""Tfy""* completely with the Freedom of Infiamatlon Act reinoet and ACB had 
not, in nls oirfnlon, received aU the coembJnta and inquiries. If this is true, it has 
not, to thia data, been eonOrmed bv the FTC Freedom of Infonnatktn Act officar n- 
BpcnuIUe fin- compBanea with the FOIA. 

Accotdlna to the last communication received fiom that offiee, A( 
of all eemj^aints and the FOIA response is paid for and complete, i 
of the reanUa of the ACB study of the oomplalnts, the FTC in tas 



spntsIUe fin- compBanea with the FOIA. 
1 «__ ., .... .... .._., ,-._ J # — ..._. .»-.,^ ^(j3 ,, [^ ,„(^pt 

*1. AUhon^ aware 

, , . testimony atjraor 

bearing failed to identity any error in the ConunlBsion's compliance with our FOIA 
request. 

Hie FTC aent four Mparate mailings to ACB during the months of June, July, 
and August of 1992. to fiilfill our FOlA raquest. On AttT ~~ '' ' '" * 

final mailing whidi included "Vopies of the lemaii^ng a 
plaints)" along with a UU for processing our request in the amount of $6,606.34. We 
ware adviaad by the FTC POIA ofllcer that wa bad been ftimidied eoplea of aU com- 
^aints and inqoMsa as requested. The FOIA ofllcer at the FTC never identified any 
' * exctuded as permitted by tbe law. 

___■ conchisfon that there were several hundred ooi 

omitted boat the FOIA material on a conmuter listing of %024 cod ' ' 

Sthe FTC during the first quarter of 1992. lUs listing is a codli 
eadi complaint received by the FTC. I have attadied a cam at one of its pagea 
aa an examrie. Hie actual co|ries of the letten {iriildi should have been inouded 
in the ACB FOIA request) have been destrayad in aocordanoe with tbe FTC poUqr. 

Aa we nviewad the Bating, it was evident that it contained eirora. Soma com- 
plalnta are Uslad aa being entered In the log In 1991. Others have no date listed 
as to when thev were entaied. And some complaints were entered btfiirt they wen 
received socordSng to the list^s. 

hi oonversstion with the FTC, we have been told that wa have miscoonted the 
number irf complaints we had received pursuant to our FOIA request. They sugges t 
that we actuals have doeer to 1.000 ineces of correspondence rather than tbeSTS 
we counted. Tba fact is Oiat in many caaas, tbe FTCs POIA enqiloyee collated the 
multiple pagea of a complaint and submlttad tbem intact. Thus, in some caaes we 
ware dnmlyveriAring the FTC complaint count thmr sent us. 

Wbsn A^ reviewed the complainta, wa (bund that 36 percent of the correapond- 



oomidainl 

vriii£aM 



ita. I have attached a representative sample of this type of 
tha FTC categorised as credit reporting complainta. 
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ACB hu ofTarad uqr interaatod p«rUM co^m of the wmplalBU we hav* raca t wd 
ftoin tfaa FTC to alkw them to verify our iminbeia. While ACB enMnntiy hae the 
Mihr hard ct^ea of the eonaumer eomplaints In queation, no one naa ewar aaked to 
loe fc at thenL ^^ 

ACVa oUacthre ia not and haa never been to audit FTO complaint totala and to 
aigiM aiwr ow validity of certain compUinta. We expect the PTC to track oonaiuiNr 
enaplainta and wfadi only to work In cooperation with the FTC to reaohre any lag M - 
Diate cananmer proUema. 

ACB ia coDcemed about FTC complaint totala becaute, once leleaaed, thq' becmna 
part of the pobltc ddiata. Our expmence with the Fwa accounting of complaiata 
and inquiriea hoa bnu^t into aerioua queation the dependability oriecorda or ata- 
tiaUca m complalnta maintained Igr the FTC on any induatiy, not Juat thoaa of na 
in oedit repotnng. It ia dear that the Commianon doea not have a raUabla natam 
at malntaiiung a maanln^l record of complaint* and inquiriea that can be ntlliied 
by hiilnfiMM or Congreta fiir Improving perfiinnance. 

We would hope that prior to aiur Ainire releaae of audi data, the FTC would ra- 
irtew Qielr complalnta and complaint procedurea to enaure they haw enerdaad rea- 
aonable atandaida to enaura their accuran. If not, the figurao nleaaed aarva no nae- 
fbl purpoae In the public debate on credit reporting. Ccmgreaa. conauowra and the 
anat reporting Induatiy muat evaluate complaint totala with the oarUtuda ttiat 
(hear are extremely accurate. AGBhaa odiered to aaaiat (he FTC in Ubulating eem- 
pUnttatak. 

We alao would Bke to take a mora active role in reaoMng oonmmer "— r***"** 
to ihm FTC. OocaaionaUy. the FTC ragtooal oOioaa contact oor menlMr oOcaa to ■•- 
riat in reaoWiiv * cananmer pniblem. We welcome that on>o*tei>ilT "Bd —Mm I 
Aat the FTC ib that more often. Rather than Juat keepiiw a queattonable log of 
eomplainta and inquiriea, conaumera could then be helpecTtn a maanlnglhl way 



through Interaction wUh the local credit bureau. We pledge our coo p er ati en If the 
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oompliinls and InqulilM thsl had bmn lUad with trw FTC from Januaiy 1 through 
Much 31. 1992. rawing to cradt buraaua. Wa racaivad eopiea ol that 
conaapondanca in Oclobar, 1992. 

Fdhnring ara tha raaulta ot a ctudy that waa dona to amlyzatha FTC eomplabw and 
Inqufriaa. ACS dd tha analyati and wa dittarantiatad batwaan thoaa complalnta that 
parMnad to cradt butMui and thoaa that daalt with othar rtiatad issuaa. 



3^86%) 



Cradt Oiantor Inuaa 128 

1-900 Phona Chargas 39 

Pmud 18 
Inquirtaa/Obaafvatlona S 

UnraadaM OupUeataa 4 

Not Enough information to Oasiily/Othar 11 

Total Laitan 205135%) 

Tow Cradt Buraau Complalnla and Othar Uttara 578 (100%) 



Flo Contalna tnaceurat* or IncompMo Intormallon 

Marpad Fla CompWnla 

Falura to FWnvaadgaia inaecurata or incomplata mtormation 

Not Told Al Intormction In Flla 

Inionnatlon Ralalnad Too l-ong 

NolFumiBhad aCopyofFHo 

Oanaral Complainta/Olhar 
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EXPLAHATMiW OP CATlQORlEa 

qrfM Bur— u Comntolnta 

FHt Contaliw hwceurato or lncompM« IntomwUon: Consunwr itatM that 
intonnatton tn tiM crtdN til* It tn anw. RafarancM to IncompMa Inhmna U on uauaRy 
eonetmad a dffaranca In ttw balanca owad on an aooounL 

Wacgad FBa Complakita: Tha fOaa of paraona wAh almlar nwnaa. aapadaly Whaia 



Falura to Ra tn vaaMgata Inaccurati 

Inconact lniannath>n waa contalnad In tha conaumaf'a Ma, tha cradtt tKjraau WM to 

vartiy thadata 

Hot ToM All Information In Rla: Tha conaunwr dU not batova tha ffla dtactoaim 



Inten natl on Ratalnod Too Long: Coniumar stalaa thai advarsa Information In tha 
enadt raport wm raportad past tha savan yaar atatuta of Umitallorw (tan yaam tor 
bankruptor). 



Oanaral CompWnts/Othar; Consumar complaints rangad from alow and dacourtaoua 
aaivica to a conspiracy to assassinsta tha consumar. 

Lattara In Othar Cataaortaa 

Cradn Grantor/Collactlon lasuas: Tha two most common eomplalnis waro haraaamant 
by conactlon agandas and cflsputa with crsdttora. 



btqulrtasratMarvatlona: Oanaral commanta by consumara, such as ramarUng that 
Social Sacurfty Numbara shouk) not ba usad for Idamincalion purpoaaa. 



Not Enough Infemtatlon to CtaaaHy/Othar: Pagaa of tha complaint may hova baan 
miaaing or It was undaar what tha consumar was raquaatlng. 
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H a MMr contBiiMd • conqMnl iBoinst cndt bumut n wfll m other bnits, K was 
eattgortzad m ■ endN buraau complainL 

Tlwrt wtra occasionally mora than ona copy ol a compUnL TNa usualy occunvd 
vfhan ttw eonaumar aant ttw aama complaint taltar to aavaral paopia Including tha 



FTC, matnban of Conors 

corraspondanca to tha FTC to handing, tn thaaa caiao, al tha consapondanc* waa 
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UNmD iTATn or uiuka 

FCOERAL TKAOe COMMOStON 

' OCr t 2 1992 



Mr. SWvui I. rimr .;, ■,. ,,,, t,^.^,,^ 

vica Prasidanc Govamaant Ralatloaa ,]j, .'fti<,f:< -n tha 

and Lagtalaelva Cauas«l 
Aaaociacsd Ccadic Buzaaus, Inc. . . 

10 90 Vannonc Avanua, M. W., Snita 200, .,„. V^''.,,jl- vm 

Maahington, D.C. a0045-«03 ;, .... ■■.•■■-.■•'■)■•,,'■ a Tn',v.l«ii-j^-- 

'■ ,. Rai Fraadoa of lnfomatlon.~Act.ll 
Ceadlt CoBpIainta 
rOU XaquaiC Mo. 91 

Oaar Kr. Flazi 

This li In fuzthar rasponaa to jour lactar'ot April' IS^^^v 
1993, in vhlch you raquaatad accaaa to coptaa of'all coaplalata^--' 
and inqulriaa, tron January Chrougti.Karch, 1992| concazningfthair'.i^- 

eeadit rapoctlng Induatr;. ', ..•■K.-^.^iyTjgy V'-^f. 

ay lectar dated JUn* 19, 1993, you vara granted partial"" '-, 
«ccaaa to choaa documanta and Infoxnad that the- accaaalbl* ' 
doowanta war* balng procaaiad. On July fi, 30, and August IB, 
1992, »vm» of tha acceaaible mateclala vara provided to yon. 
Capias of tha reoaining accaisibla natariali are encloiad. 

For purpesaa of datamining faaa incurred to proceaa your, 
request, you have bean conaidsract to be a 'comDerclal uaa* 
requastee, and, based upon docujnant laarch, duplication, and 
review provisions of the Freedom « Infomatlon Act, S U.S.C. 
S 552(b)<4)(A1(11](1 and tha Comoilailon' s Rules of Practice, IS 
cm 4.1 et seq. aa anianded, you ara being charged S3,&0S 34, 
■Inna your deposit dated Kay 8, 1992 for $1,000.00 which laavaa 
« balaoc* du« and owing of S4iC03.34. Plaasa raalt that aaount 
■t your aarllaat convenience, tot 

Division of Budget K Finance 
Room TEE 

Federal Trade Cn— lialon 

Sixth iStceat and Fannsylvania Avanu*, M.R. 

Washington, D.C. 20S80 

Vaymant say ba Bad* by chack, »onay order, or HaatarCard or 
Visa eradit card. A billing stataaant la anclosad tor your 
rafar«nc«. Flaaaa rafar to our Control Muaibar 92-0294 vhan 
■aklnq your paynant. 
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Mr. St«T«n 1. Fi«r — rmg» 2 "-'< r,''.;,. 

As th« Dapaty txaentiva Dixaetoc's lactwr iadicBtad, ron aar 
■pp«*l froa thm d*ni*l e£ Infonwtion within thlrcy d*7* Cko* tha 
dat* of this l«tt*r. Vlaasa rmtmr to th* Daputy Ixaeutlv* 
Director's lattar for ipacKle iatoxmktloa x«l«««d to th« 
adalnlstratlT* appaal proeasB. 

If yon havo any qnaatlena abevt tba way your zMoaat vaa 
hattdlad or about eha radaral Trada Caiwflon'a rsgulatiooa 
ralatad to tb* ?OlJi, plaaaa contact rzaaklln Husaar on 
(a03) 336-3411. Ha la tha ataft aiahir aoat CaKUlax vitb your 



/' 



■t^==^^^sC^ 



Xaltta Goldan 

Inforaaclon Minagaaanr & . 
Dlaa—tnatton Dlvlsioa ; 
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RGR ENTERPRISES 

3637 Do)4e Road 

Baldwlntville. KY 13027 

315-638-2492 



IM UllllMi St. 13tb neor 

!■«« Tack citr. Mr 10031 



, 1991 I cMitact*4 T*lhln« lillooBt Inc. MOO Ailiotle llvd., 

CMflii and purchii.d ■ (upla/dtM) p4k of tbiir product <|34.95). 
Aftar nualninc it uid xtadini xb» accMvaoTln) llcatatura I dacldad to 
after iBMlef .ttnlr Talklnt lalloona (t35fi.»). 

Aft*T tvcaWlni tbalr product and tttuptlnc to aall it (to no avail) I 
ollad thalr lalaiiun/rtprtiinmivi Jtff and InforMd bia tbat I ueuld IUm 
ts rai-um ^h« unuiid portion of tba ocdar and talt* adrantata of tbalr 30 
dar bujback gutrant**. Ba Than Infotaad BC tbat tbia waa »f aocoad or4n> 
and tbo buyback ma onlr p«rtalntn| te a flrat etdot. Jaff itatod ttet 
tba daao/aaapla mi cenatdarad ay (ic*t ordar, tbarabjr I aa not aatitlod 
to a rafund. 

Ib pxt axparioncaa a daao/aaapla hai Barer baan conaldarad aa an ardor. In 
thalr lltaiituT* tba; iiat< "no rifundi on aecebuidia* that la not In 
raialaabl* condition'. A lupl* Bun (>■ uaad in ordar to oparata it. Tbia 
>«Hu tbar Bovor bad intantloaa of giving a rafuad. Tbia alio naua thalT 
advatliiaBant !• totally nltKadint uid tbar navar tntand to rofund anrthin«. 

I did not Tocaiva litocatora on wbat vaa a«ailabla foe purebaaa until I 
lacaivad ib« dvao/au^la packata, Hbleb iacludad ?olic7 looklot 4 titara- 
tura of «bat tbor bad availabla fot purebaaa. It uaa tben tbat I nad* ar 
flT*i TiEcbaaa. 

I balalva tbat t hava baan "RAIT by a tboddy Corporation «bo baa a non- 
■xiiilni Praiidant algn tbalr lltoratura. Hhan I raquoatod to ipoaft to 
Kerry Oavli haildant St Talklni lalloona (.tna Infaraad tbat Hr. Davia 
la not tha ffcildant. Than ubr vaa bla naat aliaad at Praaldant of tbo 
Corporaiion7 1 an still iialtln( for a rtturn call froa anjrona wltb aoaaa 
aort Bf Butborltr- 

I would appiaelata mj aaaiatanca Tour oif lea ea^ tiva m in raaolvins 
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wASMsiGTooj. D.c. aoaio 
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Ha. Jolynn Barry Butlar 

Chairman 

Public Utllltlaa COBkiaaion 

110 Eaat Broad Stzaat 

COlWbUS, OH 4326S-05T3 

Infonul Co«plBlnta and Public 

Inquirlaa Branch 
EnCareaaant Divialon 
CoMaon carriar Buraau 
Fadaral Conninicatlena Co«*iaalen 
Sulta 6202 
Haahinqton, O.C. 205S4 

Daar Sir or Hadam: 

I a« vritinq thia lattar an bahalf c _ 
eliant of Haifhborhood Lagal Sarvicaa ProqraM. 
Ilka to filB an Informal complaint with tha FadBTaTToinilRItlona 
Conmiaalon concamlng har recent daalinqa with KcNally Financial 
Sarvicaa, a company oatansih^^ro^d^u^ow intaraat loana for Ita 
appllcanta. Spacifically, H^^^I^IH in raapona* to KcNally'a 
talavlalon advartiaamant, ca^n^^H^ToZpany'a 1-900 numbar lor a 
low intaraat loan, and KcNally aubaaquantly charqad har $35.00 for 
tha phona call, in addition to a S55.00 application faa. Hot 
surprisingly, aha haa haard nothing froa Hclially liriC* Novas^r of 
1990, whan thay aant har tha lattar of two poatcarda (copiaa 
ancloaad) . 

During my background chacic of HcHally Financial Sarvicaa, I 
callad tha Ohio Batta^^h|in||^ Buraau and diacovarad that 
eonsumara similar to^^^^^^^^^^kad filad ovar 100 complaints 
against tha cospany. ^^^^^^H|^^H*'>d ^ baliava that KcKally 
Financial Sarvieas ha^^RI^^QI^ng in fraudulant businsss 
practicas, accomplishad in part by Its ua* of tha 1-900 numbar. 

hava alraady a ^"^HHMHB''*''*^'' 

with tha tin i tad Statas Postal Sarviee concaniin^^cHaTT^^ usa of 
tha mall systam to eollaet its $55. oo a^lieation taas. I would 
Ilka to fila a similar complaint with tha FCC ragardlng KcNally'a 



)vGoo<^lc 



fraudul«nt us* of th« t«l«phen« liiMs and to r*qu«at ■ rafund at 
h*T $39.00 t*l«phen« eharg*. I undaratwid that Uiia latter »ay 
aarv* «s an Infotmal caaplaint, and I hava llstad balow tha 
ralavant addrassaa and ^tona n>mb«ra of tha raspactiva partlaa. 

KcNally Financial Sarvicaa 

28 Trlanqla Park Dr. Sta. 2801 

Cincinnati, OH 49246 

{913) 772-2393 



^^^^^ did not Icaap raccrds of tha 

va ara' fairly cartain that tha nu>b«r 

~ ~iav« sinilarly not baan abla to 

bill froB tha local or long 

lay hava "purqad" thair racorda 




Unfortunataly, 
apacific 1-900 
aha callad waa !->< 
accasB copiaa of^ 
diatanc^ohgn^^Qi 

sinea ^^^|H^^^Mad« har call in May- of 
ancloafl^cSpTa^^V nuaaroua docuaanta aant ' 
KcNallyi I hepa thay can ba of assiatanca. Plaul* 
tha abov* nu^>*r if you naad any furthar information' aa wall aa 
with all davalopmanta. ntank yqu vacy tiuch. 
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Atuchtd billing fotvatdad Co you for appcopriact 
action. Cuttonar dou noE Ilk* cha chrtaEi lo thai ' 
c:adlt hiiiotv-. Individual who racalvad chit la 
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ndi it t« Infsra yoii th«t your ur^id Salute* ef 

$-^^ vltlk -IbUyHood HnUiit" Tantur 

Phont Sir^-lei nlll %• rjbnltttd to all eradit 
«ttasla« asi vUl b« an-availabl* part ef jour 
cradLt htitery. 



Cfi. 

HOLLYWOOD 
HOTLINE 
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:S«ciuse ycu havs ehetwt to loxirt our num.,. 
jcautct tM •bovt Mount du« through out Jourt 

;fcr"[ta I^rS^wT^^'' ''°"' P"""" »t.tr*nt 
;co«p»ny irto^ing . longol^Uscall from your 
jnuwsr, ti5)vf7-tf'V2. 

.rer us to prova your Uibiuty ror tht 4bcv« 
;K«T.t. Ycu »ill be chitoe:! for .llcGurt 
■ coit). Khich miy fict eicetd 81,500. 

ilf y=u Hlih to mtke r«tltution for the I'-ve 

:• .flLjt hivs your c»y=»-t, plui thlj letter in 
^r sfficM .ithift t«n (10) Vking diyi 

Hollytvood Hotline 

Acccu-itlng C«irt.T*r,t 

(5;S} 609<S77| 



Mrvici i( biMO on trust. 
t riwcnjible client. 



Ke trust you to 



C. DONNaLY 

U<S RiMda Blvd.. SuAe 433 

Nort.VMta.CA 91 324 
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CONGRESS OF THE UNITED STATES 
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He. Craig S. BeigbCgp 

Dlcaotoc ot Congiaia ional Kalatlana ncn> 

radaral irada Coaniaalon c.iaejt'^,, 

« ( fannavlvanla Aoaouai. H.H. WWEjJlCfW 






i Vannaylvanj 
.ulCa 103 
Haahlngeon, D.C. lOSBO 

Mar Ht. Bclgheupt 

I u writins on bahalt s 
lagatdlng ttim i ' 
Indantlflcaclon 



MSNjfi!mi fli iftH 



eoS^sH^^P aj 



1 can ba of ■••iieane 

- ' ' lulLdlnq, Rdchiatar, Han Yocic Ittl*. 
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Levia* Slawfbtvr 

■ocbMtM- nr 14414 

Bat IU» e< S0M>1 SMvritr a wh T a ■■ MmttilMV. 

I bav* racMitlT •aesuatarad ■ problaa and as I do net lM«a aeeas* t« a !•■ 
llkrarr. aad *«•« ii I did I voaldn't ltM> ho* to find Ua anavar to ay 
problaa. I saad to kaoa Um aanar to tUa. Uadar vkat drenctancaa ira 
bwaiB»«a cDsaras illeTad t» uk for jtnr aoetal aaaa rtty aaabarl I *■■ 
racaatlr daoiad a ctaaek caaUag eard trxm • mparaarkat citala bacanaa I rat — d 
to «i** tkas BT aoeial •acurity aaabar. TUa la • eaaearn to aa baeaoaa vltb 
■7 baak acco^•at aaabar, froa mj «b*eka, and mj I.S. la., aarbody eoald l eeadd 
ar baaka Isatant aecMa aaabar aad find out ajr rhartlm aocouat balaooa. It !• 
«r oadarataadiBf tlwt It la afalaM tha laa for aayhotfjr ta «M tha aoelal 
••earltr ovabar lar IdaatUlMtiea pxrpoaaa. I raalisa It la aaeaanrr ior tba 
baak to bava aadal aacarltr ambara aa It la aatborlaad by tba taa lava for 
backup vlthhaldiof purpaoaa bat tba baaka uaa tM* awabar aa a paracoai 
IdaatlflcatioB au^ar alao for tbatr tala#baaa dial mp InfarMtleo aarvlcaa. 
la tUa «aa aatbarisadl If It la. I iaal tkia «aa aboald ka praklkttad. Tba 
baaka tmr tka yaara ka*a da«alopod Bocurlt]r practdaraa aad aa atkica coda as 
tfcat I faal raaaooaklr aara af tbolr «a* of tba auibar. hit I cartatalr vaald 
net troat a aafaraarkat itltk tbalr larga group of traaalaat and taaaafa vertarp 
to ba abia t« axarclaa tbia autborltr *ltb aay eartaiaty of Ita 
ooofldantlalltr. 1 thiak 1« *la« af tba lacraaalag coapntarlaatioo af tba 
natleaa racorda that aodal aacorlty anabara abaul4 ba raatrlctad to 
aaf orc aaa a t of tba aatlBDa iasa botb taa aad othara aacaaaary for tba 
protactlOD af our aecial aanleaa (aack aa flodlag abamt eklld aupportara). 
Otbar aaaa akould ba atrlatiy prohlbltad and tbla abould ba c oaa it alcatad ta tba 
publlE. bualnaia uaora, aad acbeolai both prlvata and public, prlaary ud 



I raalli* tbara ara aeaa lava rafaidlng tbla but aa I atatad at tba baQlaalag, 
I don't kae* hor to flad tbaa. *ay aaaiatanea vould bo groatly . appradatad and 
attaatlea to tkia veuld b* appraclatad nban looking at araaa la «bleb you could 
do aaaa pood for tba public la your functlos aa ooa of our natloa'a lavaakara. 
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Dl via ion e( Cradlt Piaetieai 
lur««u of CsniuiMi Ptetaetlsn 
r*d*r«l Trad* CaMolaalen 
ffll Pannaylvania Avanua 
N.W., Maahinfton, O.C. lOMO 



-3^" 



January 1«, ItM 



Daat Sir: 

Ha ire vricir.3 %!ila lattai toat^jfi appaal ec a lac« faa Ittt.lll 

ehacgad on oui loan (Loan ^H^^^H uiih Loa.-i Anaiiea rina.ielal 
Corpoiatlen (13S00 Hocth KARRnRua. Htami. rioiida 33186). Ha 
■ ant In our Daeambar' 91 anctgaQi paynant on Dacan'^a: 11. 1S91 from 
San Dlago, CK haia to Miani. ri.. Baeauia tti* nail dalay duiin? tha 
Chrlatnaa tlna, thay told ua It waa laeaivad en 3«:a.xbaf l^ inacaad 
of Oaeanbac It and • lata eharga waa flnad on out aseount. 



Ha hav< 



the 



■ aakad Chan to waiva thia lata charqa but did 
anawat. Plaaaa halp ua to caaelva thia pioblaa. K* hava paid 
nonthly Enctgagai on-tina tir.ca Kaieh 1919 with Loan teiariea. 
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March 13, 1992 



Cr«dlt Practlcas, Buraau o( Canauni«r Protection 

Padaral Trada Coimlasion 

Roon SOO IND. 6th StrsBt and ?k. Av«. 

N.M. Haahington, D.C 10560 



To whom it n 

I am writing you in concarn about my credit atatua. I hava 
bean incarcaratad ainca July of 19BB, in tha Stat* Coractlonal 
Institution of Ratraat in Wilkaa-Barra, PA. I raally don't 
know what my current credit ia like and would like to check on it 
before 1 leava here. I had • few problems when I was out,, but 
I really don't know if any bad credit was reported. Listed belcw 
ia aona infonaation that might halp you, halp ma: 



able to give ma will greatly 
jch for you'r time and efforts. 




Any help that you may bt 
appreciated. Thank you very n 
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iHiTE HOUSE orrtce 

REFERRAL 



]in 



FEBRUARY 24, 1992 



TO: FEDERAL TRADE COMMISSION 



DESCRIPTION OF INCOKIHS: 



MEDIA: LETTER, DATED JANUARY 31, 1992 

TO: PRE8ID£!>T BUSH 

FROM: 






SUBJECT: COMPLAINTS ABOUT CREDIT CARD PROBLEMS 



PROMPT ACTION IS ESSENTIAL — IF REQUIRED ACTION HAS HOT BEEN 
TAKEN UITHIN » WORKING DAYS OF RECEIPT, PLEASE TELEPHONE THE 
UKOERSICKED AT 45S-?4*e. 

RETURN CORRESPONDENCE, UORKSHEn AND COPY OF RESPOKSE 
(OR DRAFT) TO; •■ 

ACENCY LIAISON, ROOM »1 , THE WHITE HOUSE, IOSCO 



SALLY XELLEY 

DIRECTOR OF AGENCY LIAISON 

PI.ESIDENTIAL CORRESPONDENCE 
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Janu*rv 21, ISSI 



Thi HonoriM* Cwrgi Bu*n 
Prttidtni of iha United Smih 
TTw WMia HouM 
WHtungton, D.C. 

Dtv Mr. Prtsidam. 



/ l,i£^ I m v «ncloi»d ■ limr wcHun la > b ink Mkii m fat twip ib rtiolv t fa 

i£ f p4(Mani. a mav ■■•" ininu*ei>It 10 you- ctctlinlv comptrad lo tha finaiK 



il ptobUm . P*. 

ctctainiv'comparad i< 
eampountfad icroM Amarica, inii li a part el a largar pieB'tm ■ iha racaaihin 



t I wil net waata a lot of iltnt iri'mf la fUn your lympatny by laling you aboui iha atniggla 

- 'middla-elaaa Amariei' ii going ituougb or hew much my (amihy hat done tor America, tic... 

However, J Juai with you wouM quJeWy review the letter I hiva tnelotad and pleat* 



Vary iruly yourt. 
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Mr. Bradlay <>. tuma 
1140 Riacoek KoMt 
Siutnq'. in svioi 



This latter la in raspaiMa to your esrraipondanea to t 
Dapoait Insuranca Corporation. 



Tha radaral Teada CoBsiaalon baa ]uriadleclan avar tha iaaua at 
concam to you. «a ara forwarding your latcar to tliat aqancy 
tor approprlata attantion. Th* addraaa at Uia agancy ia nocad 



UJii^M' 



'H 



radaral Trada Coaaliaion 
Dlvlaioci at cradlt Practical 
•til and Mnnaylvania Avanua, 
Waahtngtan, D.C. lOSIo " 
(1011 IK-llTS 
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Filii«lr*L iaB«*B<f) iai auc Jaaliiaa 



•»44« lina *« tkta liaa. 



> ka**4 tn whala ac ta t*i* <»■ a •Ea41t larait •ttalaal 



f Irlvaa li 
r»«ltraay. Han J 

aei-iBt-<a«a 



law Ka*a 

iMIait 


*trr ai 


aatat ttia ran eia4tt laraitlat la* «• 
tm. taMt* *r ••■taatlBt Ua t«iaitlB( 


•ktalB 
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tlMaial 
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IMSA 



etlia* of Thrift (uparvlitso 
CoauMr Affilri 9tvlilen 
Fadaral Trad* CoaBliiton 
tfa*hl(t«ua, B.C. 10SS2 



w a|.<Bi- 



Ml; 



ukiaf raE*r«ie* to th* boa* iBprevaaant laan[^^HHV 

that va Mya with Fad On* Savlnga Bank. i& miaalinf, 

T'irtlnla, and ta uhich v« rafaciad in our pravioua eea- 

WBlcation of Dovaabar ISth, Iftli ta eha fadacal nada coo- 

-"crad to your offiea with tha raf- 

a lattar datad MCMbar llth.ilfl. 



t^at wa raealvad fro 



tha abova 



._ __a aoeloilBS a 

taviagi and Loan Inititntion. 

Thar* ara lOBa araaa^alatad to tha Inttrait rata** ttruetur* 
of tha loaa to whlchTitroaqly ob]aet. In tti* eovar lattar of 
Oacuibor lltti. 11*1, forwacSad to ui by tha bank, tt li ita- 
tod that 'aieh day ■ ilapla intaraat loan accrual on tha pri.i 
Ipal balanc* of lour) loan-. Uhan wa took out thla loan, this 
particular icractura of tha Intarait rata uaa not diacloiad t 
ni, and thla la tha flrat tt>a that thla Battar li brought Co 

eovar Littar-wat nalthir Inc^udod ia tha trtmi»»«tf Neta. Mr 
in tha Diicloaur* Itatanant, for ua to bava a olaar idaa a* 
to whata wa Iteod eoncarnlng tha payaant of tha lataraat on . 
Ui« loan. At tho tlaa wa algnad tha doeaawnta f*r tha Mm* 
inprovaaant loan, va wara told by Boaaa of Onalitytth* bank't 
eltanti, that if wa paid tha aaount tlDancad-lt,SOfl-ln !••* 
Chan tha It yaara(tha cara of t.'-.a loanl.wa would ba laving 
on tha payoant of tha lntic*it-thi 'Cinanei chargai*. Jweoid- 
Ini to th* itructur* of tha loan, and ai va hava found out 
whan trying to accaiarata payoanta, thla dsaan't happan to ba 
tha eaaa. On a ID-yaai loan, at a 1st yaacly rata, tha total 
in tha aKHint to b* finanead 
*1C,«».(0, aa itatad in tha 
int axpraaiid in tha covar 
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Offlca of Thrift Inrarvlaioa 
January 10, Itfl 
?•«• 1 

lattac of Meaibar lltti. lltl had baan iocarporatad In tha 

Vroaiaaary Hotairois lit) ot JuiguiC 27th, IflS, and Id Cha 
Dlaeloiuca Stitaaant (fom 14() , wa would hava had ■ cl«r 
iuidar*tandiD9 of tha itmstuxa of tha loan, to ^aida ua In 
out daciiian, and In all probability would bava cajacCad Iha 
aaaa. for ttia way it ii iatarptitad by ua now laa par lattar 
of Daaaabar llthlia that tha laid loan falls within tha fra- 
■awork of ttia Oiury I-awa. h I5t intaitit rata, par yaar, foe 
a lo-yaar paciod it ona thinqi a 1S% tntacait lata, that 'aiop- 
la* intarait rata aceruinq Intaraat en tbo twlaoca,p*c day, 
par 10 yaara, ti an tntlraly dl'Carant — tta r- Mat MMunt to 
coi^Kiundlng Intaraat, and axtraaaly eoitly. ?ha atnctoca, at 
convayad ^y rtd Cna in tha lattar of IMCiailMr llUi. oontsa- 
vana* tha contanti of tha ?adar«l DiMloiura lox, rora 14S, 
inaofar ■« tha 'Annual Vaicantaia Xata-tha coat of your erad- 
' it «■ ■ vaarlv *»** '■ •nd li alalaadlng as atatad tn cba lisw 
tiiory Mota.rom 14(, lyallow undarlinlnq) ,ai par covar lattar 
of Dacanbar 11th, I*fl, to ni. Tha itataMnt ihould hava ba- 
an Incorperatad in tha docuBBBCi, 

Tbaa. wa raally baliavo that ^ad Ona, by laming aueh a cloudy 
ProKiaaory Wta and Diaelonra ftataaant ia In violation of 
our riqhta itndar tha Truth- lB-l«ndlB« Act of Itll, M (MaDdad, 
which ra^lrai cradltori to itata tha full coat of erodlt, and 
■pall out how tha full coat la to ba coapotad, Thi« Batbodol- 
ogy it abaant in th» original dociMant*. 

f you would look iato thia.«a«Mr aad 
Leekibf forward to haarlDf froB ym. «• raaaln. 
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Hr. Bradlay S. ■uma 
1940 UbtoCK ta»A 
Bllllnqa, m StlOl 

Oaar Hr. Buma: 



Th* Fadaral Trada Coaaitalon baa juriadietlan avar th« Itaua of 
eoneam to you. Wa aca foruardinq your lattar Co that aqaney 
for approprlata attantlon. lb* addraa* at ttia aqancy la notad 



Sineacaiy, 



Fadaral Trada Coaalaaion 
Dlvlalon of cradit Praetl 
tth and pannaylvania Avan 
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TO WHOM IT MAY CONCERN: 
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COP'f 



CHEMICAL HORTCAGE COHPHHY 
P.O. Box 341590 
WorthlnQton OH 43334-1590 

Attn: Custo>«r Service 

D«ar Sir/K4d4B: 






I II I 



In Ih* fii 
coupon booklit; 
S3SO,000* (ov*g 
c«ll«d your dipartaant and 
Lttak* and I 



91 I r*c«iv«d notlc* 



t part ol 
that ay ■ 

doubla th« aaount ol tha original leant. I 

told th«r* indaad had b««n 

•d audit uhich I 

I • n«w coupon booklat 

ratund fro* th* •■crow 

lor audit. Confuting, 



STEt racalvad. What I did i 
Lth payaantt about S5-00 higher AMD t 
rcount of $100-^. And no vxplanatlon 
m't Icr It g«t« «vcn sora fo. 



whatsoever, a revised coupon booklet uhich hai payaent* 
•0M« S45 higher than the original onet. What if going e 
here? The taxci haven't riien In the last TWO (3) yean 
the inaurance hatn't gone up very auch. 



»ncerely,. 



, F.D.I.C. 
Office of Thrift Superviiion 
Securities and Exchange Coraisslon 
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